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CERTIFICATE  OF  INCORPORATION  OF 
NATIONAL  TAX  ASSOCIATION 

No.  20264 

This  is  to  certify  that  we  the  undersigned,  a'.l  being  persons  of 
full  age  and  citizens  of  the  United  States  and  the  majority  being 
citizens  of  the  District  of  Columbia,  desiring  to  associate  ourselves 
for  scientific  and  educational  purposes  and  to  that  end,  to  form  a 
body  politic  and  corporate,  under  the  provisions  of  sub-chapter  thre^ 
of  Chapter  Eighteen  of  the  Code  of  Law  for  the  District  of  Colum- 
bia, approved  March  3,  1901,  and  Acts  of  Congress  amendatory 
thereto,  do  hereby  make,  sign  and  acknowledge  this  certificate  in 
writing,  stating  as  follows: 

First:  The  name  or  title  by  which  the  association  or  corporation 
shall  be  known  in  law  is  National  Tax  Association. 

Second :  The  term  for  which  the  corporation  is  organized  is  per- 
petual. 

Third:  The  particular  l)usiness  and  objects  of  tlie  corporation 
are  as  follows : 

To  educate  and  benefit  its  members  and  all  others  who  may  be 
interested  in  the  subject  of  taxation  and  the  subject  of  public 
finance,  of  which  taxation  forms  a  part,  by  promoting  the  scientific 
study  thereof  generally,  by  the  encouragement  of  research,  by  col- 
lecting, preserving,  and  diffusing  scientific  information  and  knowl- 
edge relating  thereto,  by  organizing  conferences  and  bringing 
together  for  discussion  public  officials,  taxpayers  and  their  repre- 
sentatives, students,  instructors  in  universities  and  colleges  and 
others  interested  in  the  subjects  of  taxation  and  public  finance,  by 
publishing  and  distributing  reports  of  conference  proceedings  and 
such  other  books,  periodicals  and  publications  as  may  be  desirable 
and  helpful  for  the  accomplishment  of  the  purposes  of  the  corpora- 
tion ;  by  appointing  committees  for  the  investigation  of  problems 
in  taxation  and  public  finance ;  by  formulating  and  announcing 
through  the  deliberately  expressed  opinion  of  its  conferences,  the 
best  informed  economic  thought  and  ripest  administrative  experi- 
ence available  for  the  guidance  of  public  opinion,  legislation,  and 
administration,  on  questions  relating  to  taxation  and  public  finance ; 
.by  acquiring,  utilizing,  applying,  and  disposing  of  property  and 
funds  exclusively  in  establishing,  maintaining,  improving,  and  ex- 
tending the  benefits  and  usefulness  of  the  corporation,  through  the 
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accomplishment  of  its  purposes,  and  by  promoting  better  under- 
standing of  the  common  interests  of  national,  state,  and  local  gov- 
ernments in  the  United  States  and  elsewhere,  in  matters  of  taxa- 
tion and  public  finance  and  interstate  and  international  comity  in 
taxation. 

The  promotion  of  the  above  declared  business  and  objects  shall 
at  all  times  be  carried  on  subject  to  the  following  conditions  and 
limitations,  by  which  the  corporation  and  all  who  shall  hereafter 
associate  themselves  with  it,  as  members,  as  participants  in  its  de- 
liberations and  activities  and  in  its  conferences  or  otherwise,  shall 
be  forever  bound;  that  is  to  say : 

The  activities  of  the  corporation  shall  be  non-political  and  non- 
sectarian. 

No  part  of  the  net  income  of  the  corporation  shall  at  any  time 
inure  to  the  benefit  of  any  officer  or  member  of  the  corporation  or 
of  any  individual  or  corporation  whatsoever. 

At  any  conference  which  the  corporation  may  organize,  members 
of  the  corporation  shall  not  be  entitled  to  vote,  by  reason  of  such 
membership,  on  any  matter  involving  the  official  expression  of  the 
opinion  of  the  conference  on  a  question  of  taxation  or  public  finance 
of  general  public  interest,  but  the  voting  on  such  questions  shall  be 
vested  in  such  persons  in  attendance  as  may  be  determined  by  the 
corporation  and  be  expressed  in  such  manner  as  may  be  prescribed 
by  the  conference  when  assembled. 

At  any  such  conference,  the  persons  attending  shall,  by  such 
attendance,  be  deemed  to  consent  to  the  condition  and  limitation 
that  the  result  of  the  vote  upon  a  matter  involving  the  official  ex- 
pression of  the  opinion  of  the  conference  on  a  question  of  taxation 
or  public  finance  of  general  public  interest  shall  not  be  announced 
or  be  given  publicity  in  any  report  thereof  issued  by  the  corpora- 
tion or  be  taken  as  having  its  endorsement,  unless  there  shall  have 
been  full  discussion  thereof,  at  that  or  a  prior  conference  and 
unless  the  vote  shall  represent  the  substantially  unanimous  opinion 
of  the  conference,  which  shall  be  deemed  to  be  expressed  by  not 
less  than  a  four-fifths  vote. 

Fourth:  The  numl)er  of  the  managers  of  the  corporation,  who 
shall  be  called  the  executive  committee,  shall  for  the  first  year  of 
its  existence,  be  sixteen. 

Witness  our  hands  this  6th  day  of  January,  A.  D.  1930. 

(S)  Thomas  Walker  Page 
(S)  John  E.  Walker 
(S)  William  P.  Richards 
(S)  Robert  J.  Eby 
(S)  Alfred  E.  Holcomb 
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District  of  Columbia,  ss  : 

I,  Walter  F.  Studdiford,  a  Notary  Public  in  and  for  the  District 
of  Columbia,  do  hereby  certify  that  Thomas  Walker  Page,  John  E. 
Walker,  William  P.  Richards,  Robert  J.  Eby  and  Alfred  E.  Hol- 
comb,  parties  to  the  annexed  and  foregoing  certificate  of  incorpora- 
tion, bearing  date  the  6th  day  of  January,  1930,  personally  appeared 
before  me  in  said  District  the  said  Thomas  Walker  Page,  John  E. 
Walker,  William  P.  Richards,  Robert  J.  Eby  and  Alfred  E.  Hol- 
comb,  being  personally  well  known  to  me  to  be  the  persons  who 
executed  the  said  certificate  of  incorporation  and  severally  acknowl- 
edged the  same  to  be  their  act  and  deed. 

Given  under  mv  hand  and  notarial  seal  this  6th  day  of  January, 
A.  D.  1930. 

(S)  Walter  F.  Studdiford, 

Notary  Public,  D.  C. 

(Notarial  Seal) 

Office  of  the  Recorder  of  Deeds 
District  of  Columbia 
This  is  to  Certify  that  the  foregoing  is  a  true  and  verified  copy 
of  the  Certificate  of  Incorporation  of  the  N^ational  Tax  Association 
and  of  the  whole  of  said  Certificate  of  Incorporation,  as  filed  in  this 
Ofiice  the  6th  day  of  January,  A.  D.  1930. 

In  Testimony  Whereof,  I  have  hereunto  set  my  hand  and 
affixed  the  seal  of  this  Office  this  6th  day  of  January.  A.  D.  1930. 

Arthur  G.  Froe. 
(Seal)  Recorder  of  Deeds,  D.  C. 


BY-LAWS  OF  THE  NATIONAL  TAX  ASSOCIATION 

(As  adopted  January  6.  1930) 

ARTICLE  I 

Membership 

Section  1.  Any  person  shall  be  eligible  to  membership  and  may 
become  a  member,  upon  application  in  writing  and  payment  of 
annual  dues  for  the  current  year.  Such  application  shall  indicate 
sympathy  with  the  objects  and  purposes  of  the  association,  as  ex- 
pressed in  its  certificate  of  incorporation  and  willingness  to  be 
bound  by  the  conditions  and  limitations  contained  therein  and  in 
these  by-laws,  Prozided  that  the  present  members  of  the  National 
Tax  Association,  an  unincorporated  association,  shall  be  members 
without  further  action  on  their  part. 
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Section  2.  Membership  shall  be  continuing.  The  annual  mem- 
bership dues  shall  be  five  dollars,  payable  upon  application  for 
membership,  covering  the  fiscal  year  of  the  association  then  current 
and  annually  thereafter,  in  advance,  on  the  first  day  of  the  subse- 
quent fiscal  year. 

In  the  discretion  of  the  executive  committee,  the  annual  dues  may 
at  any  time  be  increased  and  the  annual  dues  of  residents  of  any 
foreign  country  may  be  fixed  at  an  amount  in  excess  of  those  of 
residents  of  the  United  States. 

Any  member  who  shall  fail  to  pay  his  dues  within  six  months 
from  the  date  when  payable  shall  be  considered  in  arrears,  and  if 
such  failure  shall  continue  for  a  period  of  one  year,  he  shall  be 
dropped  from  membership,  for  non-payment  of  dues. 

ARTICLE  II 
Annual  Conference 

Section  1.  An  annual  conference  on  taxation  shall  be  held 
under  the  auspices  of  the  association,  at  such  time  and  place  as  the 
executive  committee  may  determine.  The  annual  conference  shall 
be  the  means  used  by  the  association  for  carrying  into  practical 
effect  its  purpose  to  secure  an  expression  of  opinion  tliat  will  for- 
mulate and  announce  the  best  informed  economic  thought  and  ripest 
administrative  experience  available  for  the  correct  guidance  of 
public  opinion  and  legislative  and  administrative  action  on  all  ques- 
tions pertaining  to  taxation,  and  to  interstate  comity  in  taxation. 

Section  2.  The  personnel  of  each  annual  conference  shall  be 
composed  of  delegates  appointed  by  the  governor  or  other  chief 
executive  of  states,  public  officials  having  duties  with  respect  to  the 
investigation,  enactment  and  administration  of  tax  laws,  instructors 
and  students  in  universities  and  colleges,  taxpayers  and  their  repre- 
sentatives, and  others  interested  in  the  subjects  of  taxation  and 
public  finance. 

Section  3.  The  voting  power  of  the  conference  upon  an  official 
expression  of  its  opinion  is  limited,  with  the  purpose  of  safeguard- 
ing the  conference  from  the  possibility  of  having  its  expression  of 
opinion  infiuenced  by  any  class  interest,  or  consideration  for  those 
who  devote  their  time  to  the  work  or  management  of  the  associa- 
tion, or  favor  for  those  who  contribute  money  to  its  support. 

The  voting  power  in  each  conference  upon  any  question  involving 
an  expression  of  the  opinion  of  the  conference  on  a  question  of 
taxation  or  public  finance  of  general  public  interest  shall  be  vested 
in  the  delegates  in  attendance  appointed  by  the  governor  or  other 
chief  executive  of  states.  In  voting  upon  such  questions  each  state 
shall  have  one  vote,  and  in  case  of  a  division  of  ojiinion  among  the 
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delegates  therefrom,  the  vote  shall  be  divided,  so  as  to  give  propor- 
tional weight,  by  approximate  fractions,  to  the  opinions  of  the  re- 
spective delegates. 

If  the  result  of  such  vote  shall  not  reflect  substantial  unanimity 
on  the  subject  in  question,  no  publication  thereof  shall  be  made  and 
it  shall  not  be  considered  as  expressive  of  the  opinion  of  the  con- 
ference. Such  unanimity  shall  be  deemed  expressed  by  a  four- 
fifths  vote. 

Voting  by  proxy  shall  not  be  allowed. 

Xo  member  of  this  association  shall  have  the  right  to  vote  in  an\ 
annual  conference  solely  by  virtue  of  such  membership. 

Section  4.  One  session  of  each  annual  conference,  or  so  much 
of  it  as  may  be  necessary,  shall  be  devoted  to  the  consideration  of 
the  report  of  the  conference  committee  on  resolutions  and  conclu- 
sions. The  report  of  this  committee,  as  adopted  by  the  conference, 
shall  be  its  official  expression  of  opinion,  and  it  shall  not  be  held  to 
have  endorsed  any  other  expression  of  opinion,  by  whomsoever 
made. 

Xo  resolution  approving  or  opposing  legislation  shall  be  consid- 
ered by  the  conference  unless  it  has  been  discussed  at  a  session  of 
the  conference  at  which  it  is  proposed  or  has  been  the  subject  of  a 
report  made  thereon  by  some  committee  of  the  conference  or  of  the 
corporation,  or  has  been  the  subject  of  a  resolution  adopted  by  some 
previous  conference. 

Section  5.  The  temporary  and  permanent  chairman,  secretary, 
official  stenographer,  address  of  welcome  and  response  to  the  same, 
meeting  place,  accommodations  for  delegates,  all  necessary  prelimi- 
nary details  for  each  conference,  and  the  program  of  papers  and 
discussions,  shall  be  arranged  for  the  conference  by  the  executive 
committee  of  the  association.  All  other  details  of  the  organization 
and  conduct  of  the  conference  shall  be  arranged  by  the  delegates 
present  in  such  manner  as  they  may  from  time  to  time  decide. 

ARTICLE  III 
Annual  and  Special  Meetings  of  the  Association 

Section  1.  The  annual  meeting  of  the  association  shall  be  held 
in  connection  with  the  annual  conference,  at  such  time  as  the  exec- 
utive committee  may  determine.  Sixty  days'  notice  shall  be  given 
to  all  members  of  the  time  and  place  at  which  such  annual  meeting 
is  to  be  held,  by  publication  in  the  official  Bulletin  of  the  associa- 
tion or  by  mailing  such  notice  to  each  member. 

Section  2.  Special  meetings  of  the  association  may  be  held  at 
any  time  and  place,  when  called  by  the  executive  committee.  At 
least  thirty  days'  notice  shall  be  given  to  all  members  of  each  special 
meeting,  by  publication  thereof  in  the  official  Bulletin  of  the  asso- 
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ciatiou  or  by  mailing  such  notice  to  each  member,  which  notice  shall 
specify  the  purpose  for  which  the  meeting  is  called,  and  no  business 
shall  be  transacted  at  such  meeting,  other  than  that  specified  in  the 
notice. 

Section  3.  A  majority  of  all  members  present  at  any  annual  or 
special  meeting  of  the  association  shall  constitute  a  quorum  for  the 
transaction  of  business,  but  such  quorum  shall  at  no  time  be  less 
than  fifteen,  and  whenever  the  attendance  of  members  exceeds  one 
hundred,  tw^enty-five  shall  constitute  a  quorum. 

ARTICLE  IV 
Officers  and  Executiv^e  Committee 

Section  1.  The  affairs  of  the  association  shall  be  administered 
by  a  president,  a  vice-president,  a  secretary,  a  treasurer  and  an  ex- 
ecutive committee,  consisting  of  the  above  officers  and  the  three 
ex-presidents  who  have  last  held  office,  who  shall  be  members  cx- 
officio,  and  nine  elected  members.  The  necessary  number  of  the 
three  last  ex-presidents  of  the  National  Tax  Association,  an  unin- 
corporated association,  shall  be  members  ex-officio,  so  long  as  neces- 
sary to  make  the  number  in  that  class  three.  The  officers  shall  be 
elected  annually  by  the  members  and,  with  the  exception  of  the 
president,  shall  be  eligible  to  re-election.  They  shall  hold  office 
until  their  successors  are  elected. 

The  elected  members  of  the  executive  committee  shall  be  divided 
into  three  classes,  of  equal  number,  each  class  holding  office  for 
three  years  and  until  their  successors  have  been  elected,  provided 
that  at  the  first  election  held  after  the  adoption  of  these  by-laws, 
three  classes  shall  be  established,  of  three  members  each,  to  hold 
office  for  terms  expiring  at  the  time  of  the  first  annual  meeting  of 
the  corporation  for  the  election  of  officers  and  of  the  next  two  suc- 
ceeding annual  meetings  respectively,  and  thereafter  three  members 
shall  be  elected  at  each  annual  election,  for  a  term  of  three  years, 
and  also  such  additional  members,  if  any,  as  may  be  necessary  to  fill 
vacancies,  to  hold  office  during  the  remainder  of  the  terms  of  the 
members  whose  places  they  fill.  Xo  member  shall  be  eligible  for 
re-election  to  the  committee  to  succeed  himself,  but  this  provision 
shall  not  be  applicable  to  ex-officio  membership  therein. 

Two  persons  residing  in  the  Dominion  of  Canada  may  be  elected 
annually  to  serve  as  honorary  members  of  the  executive  committee. 

A  vacancy  in  any  office  or  in  the  membership  of  the  executive 
committee  may  be  filled  by  the  executive  committee  for  the  .unex- 
pired term. 

The  executive  committee  may  appoint  such  other  officers  and 
agents  as  it  may  deem  appropriate  to  the  purposes  of  the  association, 
to  serve  during  the  pleasure  of  the  committee. 


CK  Kill' KATE  UF    L\CORPC)KATI().\  xvii 

ARTICLE  V 
Duties  of  Officers  axd  Committees 

Section  1.  The  executive  committee  shall  manage  the  affairs  of 
the  association,  subject  to  the  provisions  of  the  certificate  of  incor- 
poration and  of  these  by-laws.  All  appropriations  of  the  funds  of 
the  association  must  be  authorized  or  approved  by  the  executive 
committee.  Meetings  of  the  executive  committee  shall  be  held  at 
such  times  as  the  committee  may  determine.  At  such  meetings  a 
majority  of  the  committee  shall  constitute  a  quorum. 

The  executive  committee  shall  have  power  to  appoint  standing 
or  special  committees  and  prescribe  their  duties. 

The  executive  committee  shall  have  full  power  and  authority,  in 
the  interval  between  meetings  of  the  association,  to  do  all  acts  and 
perform  all  functions  which  the  association  itself  might  do  or  per- 
form, except  that  it  shall  not  have  power  to  amend  the  certificate 
of  incorporation  or  the  by-laws. 

The  executive  committee  may  authorize  the  president,  or  in  his 
absence  or  inability  to  act,  the  vice-president,  the  secretary  and  the 
treasurer  to  exercise  all  the  powers  and  functions  of  the  committee, 
with  respect  to  matters  and  things  arising  in  the  routine  manage- 
ment of  the  association,  requiring  the  formal  action  of  the  officers, 
during  the  intervals  between  the  meetings  of  the  committee. 

Section  2.  The  president  shall  be  the  chief  executive  ofiicer  of 
the  association  and  shall  preside  at  the  meetings  of  the  association 
and  of  the  executive  committee,  and  shall  perform  such  other  duties 
as  the  executive  committee  shall  prescribe. 

In  case  of  the  absence  or  inability  of  the  president,  the  duties  of 
the  office  shall  be  performed  by  the  vice-president,  and  in  his  ab- 
sence, by  such  member  of  the  executive  committee  as  that  committee 
may  designate  for  the  purpose. 

Section  3.  The  secretary  shall  keep  a  record  of  the  proceedings 
of  all  meetings  of  the  association  and  of  all  other  matters  of  which 
a  record  shall  be  ordered  by  the  association. 

He  shall  issue  notices  of  all  meetings  of  the  association  and  shall 
perform  such  other  duties  as  may  from  time  to  time  be  assigned 
him  by  the  association  or  the  executive  committee. 

Section  4.  The  treasurer  shall  keep  a  complete  roll  of  the  mem- 
bers. He  shall  have  the  care  and  custody  of  all  funds  and  property 
of  the  association  and  shall  deposit  the  funds  of  the  association  in 
such  banks  or  depositories  as  the  executive  committee  shall  desig- 
nate. He  shall,  under  the  direction  of  the  executive  committee, 
disburse  all  moneys  and  sign  all  checks  and  orders  for  the  payment 
of  money.  He  shall,  when  authorized  by  the  executive  committee, 
execute  the  papers  necessary   for  the  transfer  of  any  property  or 
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securities  of  the  association.  He  shall  perform  all  the  acts  incident 
to  the  position  of  treasurer  and  may,  in  the  discretion  of  the  exec- 
utive committee,  be  required  to  give  an  appropriate  bond,  at  the 
expense  of  the  association. 

His  accounts  shall  be  audited  by  a  committee  of  the  association 
or  otherwise,  as  the  association  may  prescribe,  and  he  shall  at  the 
annual  meeting  make  report  of  the  financial  transactions  of  the 
association  for  the  past  year. 

ARTICLE  VI 
Proceedings  and  Publications 

Section  1.  The  association  shall  provide  for  the  publication  and 
distribution  of  the  proceedings  of  the  annual  conference. 

Section  2.  The  executive  committee  shall  authorize  the  terms  of 
sale  or  of  distribution  of  all  publications  issued  by  the  association. 

ARTICLE  VII 

Construction 

The  word  ''  state "  whenever  used  in  these  by-laws  shall  be 
deemed  to  comprise  state,  territory,  the  District  of  Columbia,  an 
insular  or  other  possession  of  the  United  States  or  a  place  over 
which  the  United  States  exercises  extra-territorial  jurisdiction,  and 
a  Canadian  province. 

ARTICLE  \TII 

Amendments 

Section  1.  These  by-laws  may  be  amended  at  any  annual  or 
special  meeting  of  the  association  by  a  two-thirds  vote  of  all  mem- 
bers present ;  provided  the  full  text  of  the  proposed  amendment 
.shall  have  been  submitted  to  the  members,  either  by  publication  in 
the  Bulletin  of  the  association  or  by  mailing  the  same  to  each 
member  at  least  thirty  days  prior  to  the  meeting. 


FIRST  SESSION 

Monday,  Septkmber  9,  1929, 
8  o'clock  p.  INI. 

Mark  Graves,  President  of  National  Tax  Association,  presiding. 

President  Graves:  If  you  will  come  to  order  please,  we  will 
start  the  tirst  session  of  the  Twenty-second  Annual  Conference  of 
the  National  Tax  Association. 

The  first  business  will  be  that  of  selecting  a  presiding  officer  and 
a  secretary  for  the  Conference.  For  the  benefit  of  those  of  you 
who  may  not  know  the  traditions  of  the  National  Tax  Association, 
understand  that  the  National  Tax  Association  calls  this  confer- 
ence. This  conference  is  an  institution  within  itself.  While  I 
happen  to  be  President  of  the  National  Tax  Association,  this  Con- 
ference is  merely  held  under  the  auspices  of  the  National  Tax  Asso- 
ciation. I  will  now  entertain  nominations  for  a  presiding  officer 
for  this  conference. 

Henry  F.  Long  (Massachusetts)  :  Mr.  President,  I  know  that  I 
express  the  wish  of  all  of  us  gathered  here  in  the  Adirondacks  in 
naming  as  candidate  for  the  presiding  officer  of  the  conference 
Mark  Graves,  President  of  the  National  Tax  Association.  I  am 
going  to  ask  Mr.  Query  if  he  will  put  the  motion. 

Philip  Zoercher  (Indiana)  :  Nomination  seconded. 

Secretary  W.  G.  Query  :  You  have  heard  the  nomination  and 
the  second.     Any  further  nominations? 

(Call  for  the  question) 

(Ayes  and  Noes) 

Secretary  Query  :  The  Ayes  have  it.  and  it  is  ordered. 

Charles  J.  Tobin  (New  York)  :  I  move  you  that  the  Secretary 
of  this  Conference  be  Mr.  Query. 

Franklin  S.  Edmonds  (Pennsylvania)  :  Second  the  motion. 

William  A.  Hough  (Indiana)  :  I  also  second  that  motion. 

Chairman  Graves:  Are  there  any  other  nominations? 

(Call  for  the  question) 

(1) 
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Chairman  Graves:  If  not,  all  those  in  favor  of  the  election  of 
Mr.  Query  as  Secretary  of  the  Twenty-second  Annual  Conference, 
make  it  manifest. 

(Ayes  and  Noes) 

Chairman  Graves  :  Mr.  Query  is  declared  elected. 

It  was  not  possible  for  the  Governor  of  our  State  to  be  here  to 
welcome  you  tonight,  for  he  will  be  here  on  Wednesday  afternoon 
and  evening  to  greet  you  and  to  speak  to  you.  He  has  delegated 
my  associate,  Commissioner  Lynch,  of  the  New  York  State  Tax 
Department,  to  welcome  you  to  the  State  of  New  York. 

Thomas  M.  Lynch  (New  York)  :  Mr.  Chairman,  Ladies  and 
Gentlemen:  At  the  outset  may  I  not  express  to  you  the  regret  of 
Governor  Roosevelt  for  his  inability  to  be  here  in  person  tonight 
to  welcome  you  to  the  State  of  New  York.  As  he  is  to  be  with  us 
Wednesday  afternoon  and  evening,  and  as  the  pressure  of  official 
business  in  a  State  like  New  York  is  very  great,  he  could  not  absent 
himself  from  Albany  on  both  occasions. 

I  shall  undertake  to  give  you,  to  the  best  of  my  ability,  the 
thoughts  which  the  Governor  wished  me  to  bring  to  the  conference. 

New  York  State  is  honored  by  your  presence  within  its  borders. 
The  National  Tax  Association  occupies  a  high  and  enviable  position 
in  American  affairs.  Organized  as  it  was  twenty-two  years  ago  and 
operated  as  it  has  been  during  all  these  years  by  voluntary  effort,  it 
is  somewhat  surprising  that  it  has  succeeded  in  accomplishing  so 
much.  Its  influence  has  been  far-reaching.  It  has  announced  sound 
tax  doctrines.  It  has  brought  together  tax  administrators  and  tax- 
payers, caused  them  to  become  acquainted  with  each  other,  and 
through  the  mutual  exchange  of  views  much  constructive  thought 
and  work  has  been  accomplished.  I  venture  to  say  that  no  other 
organization  has  made  more  valuable  contributions  to  the  public 
interests.  We  New  Yorkers  are  naturally  proud  of  our  State,  as 
you  are  proud  of  the  State  from  which  you  come.  We  have  a 
diversified  climate  and  soil  and  scenery.  We  are  proud  of  our 
Adirondack  Mountains,  in  which  this  conference  is  being  held.  We 
venture  to  hope  that  you  will  avail  yourselves  of  the  facilities 
oft'ered  by  the  entertainment  committee  of  seeing  something  of  the 
beauties  of  these  Adirondacks.  by  both  motor  and  boat  trips.  We 
would  like  you  to  feel  at  home  in  New  York  and  feel  at  perfect 
liberty  to  approach  any  member  of  the  New  York  delegation,  at  any 
time,  during  the  conference,  with  any  request  that  you  desire  to 
make.  You  are  our  guests,  and  we  hope  you  will  not  find  us  lack- 
ing in  hospitality. 

The  program  committee  has  prepared,  what  is  believed  to  be,  a 
very  excellent  program,  and  it  is  thought  that  you  will  gain  from 
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the  addresses  and   the   discussions  many   new   thoughts   and   ideas 
about  taxation. 

The  entertainment  committee  is  not  neglecting  the  social  side  of 
the  conference.  That,  of  course,  should  be  subordinated  to  the 
real  purpose  for  which  we  are  gathered  here.  Nevertheless,  we 
hope  to  afford  you  moments  of  relaxation.  I  think  I  need  not  say 
more.  You  are  truly  and  genuinely  welcome  to  this  State.  Gov- 
ernor Roosevelt  will  be  here  on  Wednesday  to  greet  you  personally, 
and  in  the  meantime  the  New  York  delegation  places  itself  at  your 
disposal.     Thank  you. 

Chairman  Graves  :  The  Chair  recognizes  Professor  Fairchild. 

Fred  R.  Fairchild  (Connecticut)  :  Mr.  Chairman,  Commissioner 
Lynch,  Delegates  and  Guests  of  the  Conference : 

It  is  truly  an  honor  to  be  the  first  one  to  respond  to  the  cour- 
teous welcome  extended  to  us  by  Commissioner  Lynch  in  behalf  of 
the  State  of  New  York.  New  York  is  a  great  State,  and  we  citizens 
of  the  other  States,  no  matter  how  strong  our  ambitions  may  be, 
have  to  recognize  the  greatness  of  this  State,  and  from  time  to  time 
are  cheerful  to  take  off  our  hats  to  New  York,  particularly  in  tax 
matters. 

New  York  has  long  occupied  a  position  of  leadership  among  the 
States.  Faced  with  tax  problems  of  tremendous  magnitude  and 
complexity,  New  York  through  her  Governors,  her  Legislature,  her 
able  Tax  Commission  and  her  occasional  special  commissions  has 
grappled  with  these  problems  with  courage  and  intelligence,  and  has 
from  time  to  time  produced  results  w-hich  point  the  way  to  the 
other  States. 

And  so  we  are  glad  that  we  are  here  tonight  and  this  week  as 
the  guests  of  New  York. 

The  National  Tax  Association  this  year  has  the  honor  to  have  as 
its  President  the  distinguished  Tax  Commissioner  of  New  York, 
Mark  Graves,  for  whom  we  all  cherish  the  strongest  feelings  of 
respect  and  sincerity,  and  for  this  reason,  also,  we  are  glad  that 
this  week  he  is  our  host.  Finally,  w-e  rejoice  in  the  beautiful  en- 
vironment in  which  we  find  ourselves  at  Saranac  Lake.  Certainly 
no  place  could  be  a  more  charming  location  for  a  happy  gathering. 
We  have,  indeed,  been  so  impressed  with  the  charming  attractions 
about  us  that  I  am  sometimes  a  little  inclined  to  question  what  may 
perchance  be  the  fate  of  the  conference.  We  are  surrounded  here 
by  the  attractions  of  lake  and  mountain,  and  everything  is  laid  be- 
fore us  in  such  alluring  ways  that  one  wonders  exactly  what  may 
occur. 

From  time  to  time  we  have  been  told  that  these  conferences 
ought  to  be  held  in  remote  rural  places,  far  from  the  busy  cities, 
where  the  delegates  would  not  be  distracted  by  the  attractions  of 
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theater  and  shop,  liy  social  functions  and  sight-seeing ;  and  so  we 
have  chosen  this  quiet  retrea't ;  and  we  forthwith  proceeded  to  ad- 
vertise in  glowing  terms  the  charms  of  golf  and  tennis,  of  boating 
and  swimming,  of  automobile  excursions  and  mountain  climbing. 
I  understand  that  the  printed  announcement  of  these  alluring  attrac- 
tions has  gone  forth  with  such  promptitude  and  vigor  as  to  cast  the 
official  program  of  the  conference  far  in  the  background.  Just 
this  afternoon  the  chairman  of  the  golf  committee  informed  me  that 
he  had  detected  indications  that  certain  individuals  were  seriously 
considering  permitting  the  meetings  of  the  conference  to  interfere 
with  the  serious  business  of  the  golf  tournament.  I  assured  him 
that  there  might  possibly  be  some  such  persons.  In  a  gathering  of 
this  size  you  are  likely  to  strike  all  kinds  of  people,  but  I  was  quite 
confident  that  there  could  be  a  very  few  only.  At  any  rate,  we  are 
to  hold  a  few  meetings  here,  and  1  can  assure  you  that  arrange- 
ments have  been  made  for  the  convenience  and  comfortable  conduct 
of  these  meetings. 

So,  we  are  here  with  the  stage  set  for  a  happy  and  profitable 
week.  '  I  am  sure  we  shall  all  take  full  advantage ;  and  so,  Mr. 
Lynch,  in  behalf  of  this  conference  I  accept  the  kind  hospitality 
which  you  have  tendered  us  in  the  name  of  the  State  of  New  York. 

Chairman  Graves:  The  Chair  now  recognizes  J.  T.  White  of 
the  Province  of  Ontario,  Canada,  familiarly  known  as  Jack  White. 

J.  T.  White  (Ontario,  Canada):  Ladies  and  Gentlemen  and 
Fellow  Citizens:  Notwithstanding  what  Professor  Fairchild  has 
said,  I  feel  that  I  ought  to  say  something  about  the  State  of  New- 
York.  Coming,  as  I  do,  from  a  foreign  country,  I  feel  that  as  far 
as  I  should  go,  would  be  to  occupy  a  very  few  minutes  of  your 
time.  But  I  do  feel  that  I  should  say  something  to  the  people  of 
the  State  of  New  York,  and  it  is  this,  I  think  they  are  too  modest. 
They  seem  to  have  been  hiding  their  light  under  a  bushel,  and,  as 
the  specialist  would  say,  I  will  tell  you  why.  Now,  the  City  of 
Boston  seems  to  have  a  better  idea  of  advertising  than  the  people 
of  the  State  of  New  York.  Boston  started  out  to  make  Boston 
known  to  the  world,  and  how  did  it  go  about  it?  They  said,  now, 
the  bean  is  something  that  is  rather  universally  used,  so  we  will 
hitch  Boston  to  the  lowly  bean,  and  everybody  who  sees  a  bean  or 
hears  about  a  bean  will  think  about  Bo.'^ton ;  and  Boston  put  it  over. 
Take  the  people  in  Colorado  and  California:  They  say  while  there 
is  climate  all  over  the  world,  everybody  knows  what  climate  means 
and  we  will  get  it  fixed  up  so  that  when  they  talk  about  climate 
they  will  think  about  California  and  Colorado.  All  that  you  hear 
them  talking  about  in  California  and  Colorado  is  climate,  and  they 
have  the  peonle  believing  it.  Every  place  has  climate,  but  Cali- 
fornia and  Colorado,  and  possibly  Florida,  are  trying  to  claim  all 
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the  climate.  And  the  same  way  with  Maryhmd,  you  cannot  talk 
ahoLit  Maryland  without  talking  al)out  chicken.  You  cannot  talk 
about  chicken  without  talking  about  Maryland.  But  the  State  of 
Xew  York  had  something  right  here  in  New  York,  and  they  have 
neglected  their  opportunity.  Right  in  this  State  of  New  York  is 
where  the  first  griddle  cakes  in  the  world  were  made,  as  far  as  I 
can  figure  out;  and  that  first  stack  of  griddle  cakes  has  multiplied 
until  it  has  spread  all  over  the  world,  but  they  don't  call  them 
New  York  griddle  cakes,  and  1  cannot  understand  why  they  do  not. 
They  could  have  increased  the  population  of  New  York  by  one 
hundred  fold  if  they  had  followed  along  this  line.  Take  apple  pie, 
you  cannot  think  of  apple  pie  without  thinking  of  New-  York  State. 
There  is  no  place  else  in  the  world,  as  I  understand,  where  you  can 
get  a  piece  of  apple  pie  for  breakfast.  If  I  had  known  about  it 
when  I  was  a  youngster  of  ten  or  twelve  years,  I  would  have 
crossed  over  here  and  settled,  where  I  could  get  pie  for  breakfast. 
I  could  only  get  it  for  dinner  at  home. 

Now,  I  addressed  you  in  the  first  place  as  fellow  citizens,  and  I 
do  feel  we  are  all  fellow  citizens.  We  are  fellow  citizens  of  the 
finest  part  of  the  globe,  the  North  American  Continent.  The  part 
of  the  continent  occupied  by  Canada  is  very  happily  situated, 
bounded  on  the  north  by  the  Arctic  Ocean,  on  the  east  by  the 
Atlantic  Ocean,  on  the  west  by  the  Pacific  Ocean,  and  on  the  south 
by  the  best  neighbors  that  any  nation  could  hope  for. 

Situated  as  we  are,  we  understand  you  people  very  well,  and  it  is 
probably  a  good  thing  that  we  do,  because  in  other  parts  of  the 
world  you  are  not  so  well  thought  of  as  you  are  in  Canada.  I  am 
telling  you  that  in  all  seriousness.  We  are  all  friends  of  you  and 
we  like  you  because  we  know  you  people.  The  people  of  the  rest 
of  the  world  do  not  know  you;  and  it  is  our  position,  w'e  feel, 
occupying  with  you  this  North  American  continent,  that  the  rest  of 
the  world  should  know  what  kind  of  people  you  are.  We  are  all 
good  loyal  friends  and  good  neighbors,  and  our  friendly  relations, 
our  mutual  trust  and  confidence  are  evidenced  by  this  border  line 
to  the  north,  extending  for  four  thousand  miles  from  the  Atlantic 
to  the  Pacific,  unguarded.  We  cross  over  backward  and  forward. 
There  is  an  evidence  of  mutual  confidence  that  you  cannot  find  any 
other  place  in  the  world.  It  is  a  lesson  to  the  rest  of  the  world ; 
and  if  the  other  nations  of  the  world  could  come  and  see  it  and 
appreciate  it.  I  am  sure  it  would  be  a  very  short  time  until  there 
would  be  universal  disarmament,  and  the  nightmare  of  another  war 
would  fade  away. 

Now,  by  reason  of  our  positions  there  is  mutual  intercourse. 
There  is  marriage  between  Americans  and  Canadians.  There  is 
also  the  occasional  divorce,  but  we  have,  with  respect  to  your  affairs, 
an  understanding  heart.     We  have  in  Canada  tens  of  thousands  of 
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Americans,  especially  in  the  west.  The  Province  of  Alberta  is  fill- 
ing up  with  Americans.  I  do  not  know  when  they  are  going  to 
stop.  Perhaps  they  will  be  coming  over  a  million  at  a  time.  You 
have  here  in  the  States  hundreds  of  thousands  of  Canadians.  They 
are  in  all  walks  of  life.  You  will  find  them  represented  in  your 
universities  as  teachers,  occupying  pulpits  in  your  churches.  We 
send  missionaries  to  other  countries,  why  not  send  them  over  here  ? 
They  might  do  some  good.  We  attend  the  same  shows.  We  speak 
the  same  language;  tell  the  same  stories;  have  the  same  jokes. 
And  it  is  in  things  of  this  kind  that  people  come  to  understand  each 
other,  particularly  in  their  humor. 

Now,  an  Englishman  cannot  appreciate  your  humor,  and  you  can- 
not appreciate  an  Englishman's  humor.  Probably  nobody  but  an 
Englishman  can.  So,  with  respect  to  your  affairs  we  have  an 
understanding  heart,  and  having  that  understanding  heart,  we  are 
well  qualified  to  act  as  interpreters  to  the  rest  of  the  world,  of  the 
feelings,  the  position  and  the  intentions  of  your  great  republic. 

We  have  a  further  link  that  puts  us  in  position  to  act  as  inter- 
preters, and  that  is  the  position  we  occupy  as  one  of  the  great  self- 
governing  nations  forming  that  commonwealth  of  nations  known 
as  the  British  Empire.  Being  in  that  position  we  feel  that  we  are 
competent  to  interpret  for  you  the  position  of  the  British  Empire 
with  relation  to  your  aft'airs;  and  it  is  by  understanding  each  other 
that  we  avoid  quarrels  and  misunderstandings. 

We  have  a  further  link.  In  Canada  we  have  descendants  of  that 
great  race,  the  French ;  and  the  French-Canadian  is  as  good  a 
Canadian  as  the  English-Canadian,  and  in  some  respects  a  better 
citizen.  And  we  understand  through  them  the  aspirations  of  that 
great  Republic  of  France,  and  we  can  interpret  as  between  you 
and  France,  and  as  between  France  and  the  British  Empire  the 
feelings  of  each  other  toward  each  other.  We  are  thus  in  a  posi- 
tion to  assist  the  great  nations  of  this  world  in  bringing  about  that 
condition  of  affairs  which  we  trust  will  result  in  total  disarmament. 

Christ  gave  a  commandment:  "Love  thy  neighbor  as  thyself." 
That  commandment  has  not  been  followed  to  any  extent  in  inter- 
national affairs,  even  between  such  good  neighbors  and  friends  as 
Canada  and  the  United  States.  I  would  suggest  further  that  the 
Kellogg  Peace  Pact  and  the  League  of  Nations  are  a  step  in  the 
direction  of  the  formulation  of  a  new  commandment:  Thou  shalt 
not  wage  war.  And  when  that  commandment  can  be  made  effec- 
tive you  may  look  for  the  millennium. 

I  thank  you,  Mr.  Lynch,  for  the  very  kind  words  you  said  in 
welcoming  the  guests  here  tonight,  speaking  particularly  for  the 
people  on  my  side  of  the  line,  many  of  whom  will  be  here  before 
the  meeting  adjourns,  and  I  am  sure  we  will  enjoy  being  here  very 
much. 
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Chairman  Graves:  There  are  a  few  good  chairs  up  in  front. 
The  Chair  now  recognizes  Commissioner  Morrissett  of  the  great 
State  of  Virginia. 

C.  H.  MoRRissETT  (Virginia)  :  Mr.  President  and  participants  of 
the  Twenty-second  Annual  Conference  on  Taxation.  Ladies  and 
Gentlemen : 

The  address  of  welcome  so  graciously  delivered  hy  our  distin- 
guished friend,  Mr.  Lynch,  is  appreciated  by  all  of  us.  It  is  good 
for  us  to  be  here  in  the  magnificent  State  of  New  York.  On  two 
subjects  at  least  the  vote  of  this  conference  will  be  unanimous: 
First,  that  the  National  Tax  Association  acted  wisely  last  year  in 
elevating  Commissioner  Graves  to  the  presidency  of  the  Associa- 
tion, and,  secondly,  that  no  mistake  was  made  in  selecting  Saranac 
Inn  as  the  place  for  the  present  conference. 

One  of  Virginia's  greatest  sons  in  his  immortal  Bill  of  Rights 
tells  us  that  government  is,  or  ought  to  be,  instituted  for  the  com- 
mon benefit,  protection  and  security  of  the  people — nation  or  com- 
munity. Nowhere,  perhaps,  can  we  find  a  simpler  or  a  better 
statement  of  the  object  and  purpose  of  government  than  is  con- 
tained in  these  words  of  George  Mason;  and  no  government  is 
stronger  than  its  revenue  system. 

Taxation  has  always  been  regarded  as  a  hard  ticket  in  the  school 
of  government.  It  is,  in  fact,  the  most  difficult  field  in  which  one 
has  to  travel  in  the  administration  of  the  affairs  of  government,  and 
as  between  public  revenue  raising  and  public  revenue  spending.  The 
former  has  not  received  its  fair  and  proper  share  of  thought  and 
action.  As  between  the  two,  if  there  is  to  be  emphasis  on  one  or 
the  other,  the  emphasis  ought  to  be  put  where  it  belongs,  namely, 
upon  the  problems  connected  with  revenue  raising.  The  problems 
connected  with  revenue  spending  are  simple  in  comparison. 

Many  years  ago  Justice  Miller  of  the  Supreme  Court  of  the 
United  States,  in  delivering  the  opinion  of  that  court  in  the  so- 
called  "  Head  Money  Cases,"  eloquently  remarked :  "  Perfect  uni- 
formity and  perfect  equality  of  taxation  in  all  the  aspects  in  which 
the  human  mind  can  be  writ  is  a  baseless  dream."  This  gem  is  as 
true  today  as  it  was  when  it  was  given  to  the  world.  Nevertheless, 
it  is  likewise  true  that  since  the  year  1884,  when  the  statement  was 
uttered,  much  progress  has  been  made  in  this  country  in  the  field 
of  taxation.  The  contributions  made  by  the  National  Tax  Associa- 
tion in  these  conferences  are  everywhere  recognized.  These  con- 
tributions will  be  augmented,  supplemented  by  the  results  direct  and 
indirect  of  the  present  conference. 

On  behalf  of  those  for  whom  I  speak,  let  me  say  that  we  appre- 
ciate, Mr.  Lynch  and  Mr.  President,  the  hospitality  of  New  York 
State  and  its  representatives,  and  I  esteem  it  no  small  privilege  to 
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be  able  to  respond  to  your  invitation  and  your  welcome.    With  open 
minds  we  come  from  many  States  to  seek  wisdom,  truth  and  justice. 

Chairman  Graves  :  It  is  essential,  of  course,  that  a  conference 
of  this  nature — and  each  annual  conference  is  an  entity  in  itself — 
should  have  some  rules  of  procedure.  Have  you  anything  to  offer, 
]\lr.  Secretary? 

Secretary  Query:  The  usual  rules  that  we  have  heretofore 
adopted  are  all. 

Chairman  Graves:  Is  it  customary  to  read  those? 

Secretary  Query  :  It  has  been,  yes,  so  everybody  could  under- 
stand them. 

Chairman  Graves  :  The  Secretary  will  read  the  rules  which 
have  heretofore  governed  our  conferences  and  submit  them  for 
your  consideration. 

Secretary  Query  :  Rides  of  Procedure. — The  provisions  of  the 
constitution  of  the  National  Tax  Association  shall  govern  the  con- 
duct of  this  conference  generally,  and  these  rules  of  procedure 
shall  be  considered  supplemental  to,  and  subject  to  interpretation 
by  such  provisions. 

Program  and  discussion.  —  The  program  as  printed  and  distrib- 
uted is  adopted  and  shall  be  followed  with  such  moditications  as 
may  be  required  by  reason  of  absences,  vacancies  or  other  causes. 

The  usual  rules  of  parliamentary  procedure  shall  control.  Each 
speaker  shall  be  limited  to  twenty  minutes  for  the  presentation  of  a 
formal  paper.  He  shall  be  warned  two  minutes  before  the  expira- 
tion of  such  period.  The  time  of  such  speaker  may  be  extended  by 
unanimous  consent  of  those  present. 

Voting  power. — The  voting  power  in  this  conference,  upon  any 
question  involving  an  official  expression  of  the  opinion  of  the  con- 
more  than  once  during  the  same  period  of  discussion  until  others 
desiring  to  speak  have  been  given  opportunity  to  do  so. 

Voting  power. — The  voting  power  in  this  Conference,  upon  any 
question  involving  an  official  expression  of  the  opinion  of  the  Con- 
ference, shall  be  vested  in  delegates  in  attendance  at  the  time  the 
ballot  is  taken,  appointed  by  the  governor  or  other  appropriate 
executive  officer  of  the  States  and  Territories  of  the  United  States, 
the  District  of  Columbia,  and  the  Canadian  Provinces,  not  exceed- 
ing three  votes  for  any  one  State,  Territory,  District  or  Province ; 
persons  actively  identified  with  and  duly  appointed  delegates  by 
universities  and  colleges  or  institutions  for  higher  education  not 
exceeding  one  vote  for  each  institution;  and  members  of  state 
associations  of  certified  public  accountants,  duly  appointed  dele- 
gates by  such  association,  not   exceeding   one   vote    for   each    such 
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association.  No  person  shall  have  more  than  one  vote  by  reason  of 
appointment  from  more  than  one  source. 

Voting  by  proxy  shall  not  be  allowed.  The  voting  shall  be  by 
ayes  and  nays,  unless  a  roll  call  be  demanded  by  at  least  three  dele- 
gates from  three  different  states.  On  all  questions  other  than  those 
involving  an  official  expression  of  the  opinion  of  the  conference, 
the  voting  shall  be  by  all  in  attendance. 

The  receipt  of  reports  made  to  this  conference  by  committees  of 
the  National  Tax  Association  shall  not  be  considered  as  expressing 
the  opinion  of  the  conference  on  the  subject  treated. 

Committees. — The  following  committees  shall  be  appointed: 

(a)  A  committee  of  three  on  credentials,  to  be  appointed  by  the 
chairman,  who  shall  designate  the  chairman  of  such  committee. 

(b)  A  committee  on  resolutions,  composed  of  the  chairman,  to  be 
appointed  by  the  chairman  of  the  conference,  and  one  person  from 
each  State,  Territory,  District  or  Province,  selected  from  among 
the  delegates ;  but  in  case  of  the  non-attendance  of  any  such,  any 
person  from  such  locality  may  be  appointed.  The  chairman  of  this 
committee  shall  appoint  its  secretary  and  arrange  for  its  organ- 
ization. 

Resolutions. — All  resolutions  involving  an  expression  of  opinion 
of  the  conference  shall  be  read  to  the  conference  before  submis- 
sion to  the  committee,  and  shall  be  immediately  referred,  without 
debate. 

I  move  you.  ]\Ir.  Chairman,  that  the  rules  as  read  be  adopted  as 
the  rules  governing  this  conference. 

Virgil  H.  Gibbs  (Ohio)  :  Second  the  motion. 

Chairman  Graves:  Motion  has  been  made  and  seconded  that 
the  rules  as  read  be  the  rules  governing  this  conference.  Is  there 
any  question  ? 

(Call  for  the  question) 

(Ayes  and  Noes) 

(Motion  carried) 

Chairman  Graves  :  The  rules  provide  for  the  appointment  of 
two  committees,  first,  a  credentials  committee.  The  Chair  will  an- 
nounce that  at  a  later  session.  It  also  provides  for  a  resolutions 
committee.  The  Chair  will  appoint  a  chairman  of  that  committee 
at  a  subsequent  session,  but  please  bear  in  mind  that  each  state 
delegation  and  each  delegation  from  a  province  or  a  territory  will 
select  its  own  member  for  the  resolutions  committee.  My  sugges- 
tion is,  and  I  urge  that  it  be  followed,  that  before  you  leave  this 
room  tonight  each  State,  Provincial  and  Territorial  delegation  select 
its  member  for  the  resolutions  committee  and  hand  the  name  to  the 
secretarv. 
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I  wonder  if  there  is  anything  else  in  the  form  of  business,  Mr. 
Secretary,  that  we  should  transact. 

Secretary  Query:  No;  nothing  else. 

Chairman  Graves  :  We  have  a  single  paper  on  the  program  for 
this  evening's  conference.  Before  Miss  Bailey  speaks,  I  venture  to 
call  to  your  attention  a  few  things  about  the  conference.  You  all 
have  the  printed  program  of  the  sessions  of  the  conference.  We 
hope  you  like  them.  We  hope  you  will  be  very  regular  in  attend- 
ance at  the  business  sessions  of  the  conference,  regardless  of  the 
golf  tournament  which  has  been  arranged.  We  would  like  to  have 
the  golfers  wedge  their  games  in  so  as  not  to  interfere  with  the 
business  affairs  for  which  we  are  here.  Second,  we  have  provided 
an  entertainment  program,  so-called.  It  is  rather  modest  and 
meager.  When  I  think  of  the  entertainment  that  has  been  given 
us  in  Philadelphia  and  in  some  of  the  other  places  I  almost  feel 
that  we  are  stingy.  Nevertheless,  if  you  have  not  examined  this 
entertainment  program,  we  wish  that  you  would  do  so.  There  are 
certain  specified  entertainments  which  will  occur  at  specified  hours. 
Tomorrow  afternoon,  from  3 :  30  to  5  o'clock,  Mr.  and  Mrs.  Mills 
are  entertaining  all  of  the  ladies  at  a  tea.  It  is  sort  of  a  get- 
together  affair,  a  get-acquainted  affair.  We  hope  all  of  the  ladies 
will  attend. 

Wednesday  evening,  instead  of  meeting  in  this  room,  we  have  a 
dinner  session  of  the  conference  in  the  hotel  dining  room.  Gov- 
ernor Roosevelt  of  this  State  and  former-Governor  Lowden  of 
Illinois  will  address  you.  Their  addresses  will  be  broadcast  over 
radio  station  WGY. 

Thursday  morning  in  the  Lounge  the  ladies  of  the  conference 
will  be  entertained  at  a  Bridge.  I  believe  the  hour  is  specified  at 
10  o'clock. 

Those  are  the  three  items  in  this  entertainment  prpgram  that 
must  be  availed  of  at  the  times  stated,  in  addition  to  that  a  very 
energetic  golf  committee  has  provided  a  golf  tournament,  and  I 
believe  suitable  prizes  have  been  obtained,  many  of  which  have 
been  donated  by  Mr.  Mills  of  the  Saranac  Inn,  and  the  others  by 
the  individual  members  of  the  New  York  delegation,  or  collectively 
by  the  New  York  delegation,  out  of  an  entertainment  fund  provided. 
The  tournament  is  open'  for  both  men  and  women,  and  it  is  hoped 
and  expected  that  you  will  enjoy  yourselves  in  the  golf  tournament. 
The  details  of  that  will  be  found  on  the  bulletin  board. 

We  have  limited  transportation  facilities  here.  I  think  we  can 
transport  at  one  time  a  hundred  or  more  people.  A  transportation 
committee  is  in  charge  of  the  motor  vehicles  available,  and  if  you 
wish  to  take  a  motor  trip  to  any  point  of  interest  in  this  locality, 
make  your  wishes  known  at  the  registration  desk  and  1   think  the 
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transportation  committee  will  be  able  to  care  for  you.  If  any  of 
the  New  York  delegation  have  motor  vehicles  here  which  they  will 
place  at  the  disposal  of  the  transportation  committee,  I  wish  you 
woul-d  raise  your  right  hand.  At  the  end  of  this  meeting  will  you 
not  come  up  to  the  desk  and  let  Mr.  Dinneen  or  some  member  of  his 
committee  have  your  name. 

Upper  Saranac  Lake  is  a  very  beautiful  l)ody  of  water.  You  can 
see  but  a  fraction  of  it  from  the  hotel.  Mr.  Mills,  the  proprietor  of 
the  hotel,  has  very  kindly  placed  at  the  disposal  of  the  delegates  his 
motor  launches  and  boats.  They  make  regular  trips  during  the 
season  around  the  lake,  for  which  a  charge  is  made  by  the  hotel 
ordinarily.  There  will  be  no  charge  for  any  one  wearing  a  National 
Tax  Association  badge.  It  will  be  well  worth  your  while.  In  fact, 
you  will  miss  something  if  you  do  not,  some  time  between  now  and 
Friday  night,  take  the  motor-boat  ride  around  upper  Saranac  Lake. 

Ausable  Chasm,  one  of  the  wonders  of  the  world,  is  situated 
some  70  or  75  miles  from  here.  Arrangements  have  been  made  for 
free  admission  into  the  Chasm  of  delegates  to  the  National  Tax 
Association.  Our  transportation  committee  will  furnish  you  trans- 
portation, and  you  will  be  supplied  at  the  registration  desk  with  a 
ticket  which  will  entitle  you  to  free  entrance  through  Ausable 
Chasm,  including  the  boat  ride.  The  only  disadvantageous  aspect 
about  it,  is  that  it  will  consume  about  one  day's  time.  We  are 
hopeful  that  as  many  of  you  as  wish  to,  particularly  those  of  you 
who  come  from  remote  parts  of  the  country,  will  see  Ausable  Chasm 
before  you  leave  New  York. 

I  think  that  covers  the  principal  items  in  this  entertainment  pro- 
gram; but,  obtain  one,  read  it  over,  pick  out  the  things  that  you 
want  to  do,  and  then  approach  the  proper  committee,  or,  if  you  are 
unable  to  find  the  proper  committeeman,  approach  any  one  who 
wears  a  purple-and-white  badge.  At  this  convention  the  members 
of  the  New  York  delegation  are  wearing  a  purple-and-white  ribbon 
in  their  badges.  That  is  merely  to  indicate  to  you  who  the  host 
delegates  are ;  and,  without  asking  the  consent  of  the  New  York 
delegation,  I  venture  to  say  that  every  person  wearing  one  of  these 
badges  feels  his  responsibility  as  a  host  delegate,  and  if  you  have 
any  desire  or  wish  to  make  known  in  connection  with  any  service 
around  this  convention,  make  it  known  to  a  host  delegate. 

Delegate  :  Mr.  Chairman,  there  seems  to  be  some  misunder- 
standing as  to  the  kind  of  time  we  are  to  travel  on,  whether  day- 
light or  standard.  People  here  have  both  kinds  of  time.  Some  of 
us  do  not  know  whether  it  is  standard,  according  to  schedule,  or  on 
daylight-saving  time. 

Chairman  Graves  :  The  gentleman  inquires  what  kind  of  time 
we  are  operating  on  here  at  the  Inn.     Mr.  Mills  left  that  to  my 
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option,  and  I  selected  eastern  daylight  saving  time,  which  is  one 
hour  faster  than  eastern  standard  time.  "  WGY  ",  the  broadcast- 
ing station  which  will  broadcast  our  Wednesday  evening  program, 
operates  on  eastern  daylight  saving  time,  so  in  setting  your  watches 
for  operations  this  week,  it  is  eastern  daylight  saving  time. 

It  has  been  one  of  the  features  of  our  recent  Conferences  to 
have  at  the  first  session  a  review  of  tax  legislation  in  American 
states  during  the  past  twelve  months.  For  the  past  two  or  three 
years  Miss  Bailey,  of  the  New  York  State  Tax  Department  organ- 
ization, who  has  charge  of  our  tax  library,  has  furnished  us  with 
that  review. 

It  is  now  my  pleasure  to  introduce  to  you  Miss  Bailey  of  New 
York,  who  will  review  state  tax  legislation. 

REVIEW  OF  TAX  LEGISLATION  FOR  1929 

BEULAH    BAILEY 

Librarian,  New  York  State   1  )ei)artiTient  Taxation  and   Finance 

St.\te  Aijmi.mstratiox 
Arizona 
The  Board  of  Tax  Survey  has  been  created  by  the  1929  legis- 
lature. The  Board  is  to  consist  of  three  members  each  of  whom 
shall  receive  an  annual  salary  of  $1500.  The  purpose  of  this  Board 
is  to  make  a  scientific  survey  of  all  taxable  property  throughout  the 
state  including  the  property  in  cities,  towns,  etc.  All  such  property 
is  to  be  placed  upon  the  tax  rolls.  The  members  of  the  State  Tax 
Commission  are  to  constitute  the  Board.  $30,000  is  appropriated 
for  the  expenses  of  the  Board,  which  is  permanent. 

Colorado 

The  fiscal  year  has  been  changed  and  is  now  July  1st  to  June 
30th.  To  accommodate  the  revenue  and  fiscal  conditions  to  the 
change  an  additional  y^  mill  levy  on  general  property  has  been 
made  for  1929  and  1930. 

Connecticut 

The  Supreme  Court  of  Connecticut  in  the  case  of  State  of  Con- 
necticut z'.  John  B.  McCook  ct  al.  held  that  any  act  signed  by  a 
governor  after  three  calendar  days  (Sundays  excepted)  after  the 
adjournment  of  any  session  of  the  general  assembly  is  null,  void 
and  non-existent.  Under  this  decision  more  than  1500  acts  of  any 
session  of  the  assembly  during  the  last  fifty  years  have  been  wiped 
off  the  statute  books.  A  special  session  has  been  called  to  reenact 
these  acts  which  were  previously  supposed  to  be  in  existence. 
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Dclazvarc 

Formerly  tlie  State  School  Tax  Department  had  charge  of  the 
administration  of  the  income  tax  and  the  franchise  tax.  Now,  this 
department  has  been  changed  to  the  State  Tax  Department.  The 
salary  of  the  Tax  Commissioner  is  increased  from  $4,000  annually 
to  $6,000,  and  the  maximum  salary  of  appointees  from  $3,000  to 
$3,600. 

The  State  Tax  Board  is  to  be  comprised  of  three  citizens  ap- 
pointed by  the  governor  for  a  term  of  four  years.  Formerly  the 
Board  was  comprised  of  the  School  Tax  Commissioner,  the  Secre- 
tary of  State  and  Auditor  of  Accounts. 

lotva 

A  State  Board  of  Assessment  and  Revenue  composed  of  three 
members  was  created.  The  members  are  appointed  by  the  gov- 
ernor with  the  consent  of  the  Senate.  The  members  must  have 
knowledge  of  the  subject  of  taxation.  The  term  of  office  is  six 
years,  salary  $4500.  The  former  duties  of  the  State  Executive 
counsel  are  transferred  to  this  Board.  The  Board  is  to  have  charge 
of  the  assessment  and  collection  of  taxes  in  the  state  and  super- 
vising power  over  local  tax  officials. 

Kansas 

The  Tax  Department  has  been  segregated  from  the  Public  Ser- 
vice Commission.  A  State  Tax  Commission  consisting  of  three 
members  is  to  be  appointed  by  the  Governor. 

Missouri 

The  salary  of  the  Chairman  of  the  Tax  Commission  has  been  in- 
creased from  $4,000  to  $5,000  and  of  the  other  members  from 
$3500  to  $4500. 

Nebraska 

The  State  Government  of  Nebraska  has  been  reorganized.  The 
Department  of  Finance  has  been  abolished.  The  State  Tax  Com- 
missioner has  assumed  the  former  duties  of  the  Secretary  of  Finance. 

Oregon 

A  new  Tax  Commission  of  three  members  was  created  in  Oregon. 
Term  of  office  is  four  years,  salary  is  not  to  exceed  $4800.  The 
former  commission  consisted  of  one  member,  salary  $4000.  The 
new  Commission  is  given  far  greater  powers  than  the  old  had. 
The  administration  work  of  the  Commission  is  divided  into  three 
departments:  utility,  valuation  and  assessment,  receiving  and  audit- 
ing. Each  Commissioner  will  be  in  charge  of  one  department. 
The   Commission   is  given   regulatory   and   reassessment   authority 
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over  the  local  assessments  of  the  county  assessors.     Every  taxpayer 
has  the  right  of  appeal  to  the  Commission. 

Fcnnsylz'aiiia 

Ten  codes  were  adopted,  thus  simplifying  the  laws.  One  of  the 
ten  is  the  Fiscal  Code  which  regulates  the  collection  and  disburse- 
ment of  state  revenue  and  outlines  the  administrative  duties  of  the 
new  Department  of  Revenue,  the  Department  of  the  Auditor  Gen- 
eral, the  Treasury  Department  and  the  Board  of  Finance  and  Rev- 
enue. Under  the  provisions  of  this  Code,  taxes  are  collected  by  the 
Department  of  Revenue  and  then  paid  into  the  State  Treasury. 
The  Auditor-General  is  an  auditor  only,  although  he  still  retains 
power  to  approve  certain  tax  settlements.  The  State  Treasurer  is 
the  custodian  of  the  state  moneys  and  purely  a  disbursement  officer. 

All  laws  other  than  appropriation  acts  are  to  become  effective 
from  and  after  the  first  day  of  September  next  following  their  final 
enactment  unless  a  definite  date  is  specified  in  the  acts.  Appro- 
priation laws  become  effective  the  beginning  of  the  fiscal  year. 
June  1st. 

Veniiont 

The  powers  of  the  Tax  Commissioner  have  been  increased,  also 
the  salary  from  $3000  to  $4000. 

It  is  illegal  for  the  records  and  documents  in  the  Tax  Department 
to  be  opened  to  public  inspection. 

The  refusal  of  an  officer  of  a  corporation  to  file  the  proper  re- 
turns regularly  with  the  Tax  Commission  results  in  a  fine  of  not 
more  than  $500. 

H^isconsin 

A  state  budget  was  created  in  the  Executive  Department  in 
charge  of  the  Director  of  the  Budget. 

Under  a  former  law  when  the  state  tax  was  insufficient  to  meet 
the  expenses  of  the  year,  the  Secretary  of  State  could  levy  an 
additional  amount.  Under  a  1929  law  this  can  be  done  only  with 
the  consent  of  the  Governor. 

Local  T.\x  Administration 

Idaho 

The  fiscal  year  for  the  counties  has  been  changed  from  the  cal- 
endar year  to  July  1  to  June  30. 

Illinois 

When  additional  money  is  to  be  voted  it  must  be  definitely  stated 
on  the  ballot  that  it  is  for  an  additional  tax  in  excess  of  the  con- 
stitutional limit  of  75c.  per  $100  valuation.     This  is  a  county  law. 
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The  Sanitary  districts  cannot  issue  more  than  $27,000,000  worth  of 
bonds  without  submitting  it  to  the  voters  of  the  district.  In  coun- 
ties having  over  135,000  population,  the  tax  rate  is  increased  from 
25c.  to  31c.  on  $100  valuation.  Counties  having  over  500.000  popu- 
lation may  have  a  referendum. 

A  1929  amendment  provides  that  only  the  taxes  of  those  munici- 
palities having  a  population  of  more  than  200.000  should  be  scaled 
•down  by  the  county  clerk.  This  means  that  it  is  to  be  done  only  in 
certain  taxing  units  in  Cook  county. 

Massachusetts 

A  1929  law  provides  that  if  any  taxpayer  appeals  to  the  county 
commissioners  and  the  county  transfers  the  case  to  the  Supreme 
Court,  the  requirement  of  paying  the  tax  shall  not  be  a  condition 
precedent  to  the  taxpayer  getting  relief.  Under  the  old  law  the 
taxpayer  had  to  pay  the  tax  before  he  could  get  relief  from  the 
Supreme  Court. 

Pcnnsyh'ania 

The  so-called  improvement  bonds  which  have  been  issued  by 
some  cities  not  as  municipal  debts  but  presuming  to  rest  for  their 
payments  on  special  assessments,  are  validated  and  definitely  recog- 
nized municipal  debts  except  where  they  exceed  the  constitutional 
borrowing  power. 

Rhode  Island 

An  act  has  been  passed  providing  for  an  audit  of  municipal 
accounts  and  the  installation  of  municipal  accounting  systems.  The 
audit  is  not  compulsory  but  any  city  or  town  if  they  so  desire  may 
petition  the  State  Commissioner  of  Finance  for  the  same. 

Washington 

Every  city  of  the  fourth  class  and  every  town  must  annually  draw 
up  a  budget  showing  the  amount  of  money  required  for  public  ex- 
penses and  the  amount  to  be  realized  by  taxation  for  the  ensuing 
year.     This  budget  is  to  be  fully  itemized. 

Special  Ixvestigatiox  Commissions 

California 

A  concurrent  resolution  of  the  Senate  appropriates  $60,000  for 
the  creation  of  a  legislative  tax  committee  of  eight  members,  four 
from  the  assembly  and  four  from  the  senate,  whose  duties  are  to 
make  a  study  of  the  tax  problems  and  make  a  report  to  the  next 
session  of  the  legislature. 
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Idaho 

The  state  board  of  equalization  must  make  a  careful  study  of  tax 
problems  in  Idaho,  especially  assessment  of  property.  $15,000  is 
appropriated  for  this  study. 

Illinois 

A  Revenue  Investigation  Commission  consisting  of  six  members 
was  recreated.  The  commission  is  to  investigate  the  revenue  system 
of  Illinois  and  other  states  and  make  recommendations  for  legis- 
lative and  constitutional  revision.  The  members  are  not  to  receive 
any  compensation  other  than  expenses.  $25,000  is  appropriated  for 
the  commission.  A  similar  commission  was  authorized  in  1927  but 
was  never  appointed.  The  Joint  Legislative  Revenue  Committee 
appointed  in  1927,  reported  in  1929. 

Indiana 

A  concurrent  resolution  was  passed  requiring  the  governor  of 
Indiana  to  call  a  conference  of  citizens,  public  officials  and  repre- 
sentatives of  various  organizations  in  the  state  to  consider  the 
present  tax  situation  in  Indiana  and  to  make  recommendations  to 
the  next  session  of  the  general  assembly.  This  conference  is  to  be 
held  some  time  during  the  year  1929  in  the  city  of  Indianapolis. 

lozva 

A  joint  resolution  was  passed  appointing  a  special  tax  committee 
consisting  of  six  members  of  the  legislature  to  make  a  study  of  the 
tax  situation  of  the  state  with  the  purpose  of  eliminating  the  direct 
property  tax.  This  committee  is  asked  to  make  its  report  before 
December  1,  19^9.  Five  thousand  dollars  is  aj^jM-opriated  for  the 
use  of  the  committee. 

A  joint  resolution  was  passed  asking  the  governor  to  call  an 
extra  session  of  the  General  Assembly  for  the  purpose  of  revising 
the  tax  laws  of  the  state.  It  is  required  that  this  extra  session  does 
not  convene  until  the  special  tax  committee  has  made  its  report. 

Ka>isas 

A  committee  consisting  of  five  members  to  be  appointed  by  the 
governor  is  to  be  created  under  a  1929  law.  This  committee  is  to 
revise  and  codify  the  tax  laws  of  the  state  and  make  its  report  in 
the  coming  December. 

Fifteen  thousand  dollars  is  appropriated  for  the  expenses  of  the 
committee.  Each  member  of  the  tax  code  commission  is  to  receive 
$1,000,  his  full  compensation  for  services. 
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Massachusetts 

The  Special  Commission  of  1928  reported  in  January  1929,  and 
recommended  an  income  tax  graded  as  to  rate  according  to  the 
amount  of  income  received  by  the  taxpayer.  The  present  income 
tax  in  Massachusetts  has  different  rates  based  upon  income  derived 
from  different  classes  of  property  but  the  rate  is  uniform  upon  the 
same  class  of  property.  This  amendment  was  submitted  to  the  Su- 
preme Court  of  Massachusetts  for  their  opinion  and  they  held  that  it 
would  be  unconstitutional.  The  Special  Commission  recommended 
an  excise  tax  measured  by  income  and  otherwise  upon  certain  cor- 
porations. This  was  also  held  unconstitutional  by  the  Justices  of  the 
Supreme  Court.  A  third  suggestion  made  by  the  Committee  was 
the  taxation  of  tangible  personal  property  different  from  real  estate. 
This  would  provide  for  complete  classification.  This  was  referred 
to  the  next  annual  session  of  the  General  Assembly.  The  only  tan- 
gible result  from  this  Special  Commission  was  the  resolution  pro- 
viding for  the  further  continuation  of  the  Commission  and  $10,000 
was  appropriated  for  expenses. 

Michigan 

A  commission  consisting  of  nine  members  was  created  for  the 
purpose  of  examining  the  tax  situation  and  to  study  and  report 
upon  all  matters  relating  to  taxes  and  to  make  recommendations  for 
the  best  methods  of  raising  taxes  for  state  purposes.  Twenty  thou- 
sand dollars  is  appropriated  for  this  work.  The  members  are  to 
serve  without  compensation  but  actual  expenses  will  be  paid. 

Missouri 

The  governor  was  authorized  to  appoint  a  commission  composed 
of  seven  members  to  make  a  survey  of  the  state  government  with 
special  reference  to  state  institutions.  The  commissioners  will  serve 
without  pay  and  are  to  make  their  report  by  November  30,  1929. 

Nezv  Jersey 

The  tangible  personal  property  tax  commission  composed  of  eight 
persons  appointed  in  1928  to  report  in  1929  did  not  report  and  has 
been  continued  for  another  year. 

Another  commission  composed  of  five  members  was  authorized  to 
investigate  the  taxation  and  financial  systems  of  the  several  coun- 
ties and  municipalities.  This  second  commission  is  empowered  to 
appoint  a  tax  expert  to  make  the  study.  Fifty  thousand  dollars  is 
appropriated  for  this  purpose. 

New  York 

No  money  was  this  year  appropriated  for  the  Special  Joint  Com- 
mittee on  Taxation   and   Retrenchment.     Hence  there   will   be   no 
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study  made.     This  is  the  first  time  since   1919  that  this  committee 
has  been  inactive. 

North  Carolina 

A  commission  is  to  be  appointed  to  study  the  question  of  the  sup- 
port and  administration  of  public  education  and  to  submit  its  report 
with  suggestions  for  more  economical  administration  of  pubUc  edu- 
cation to  the  1931  General  Assembly. 

Utah 

The  Utah  Revision  Commission  consisting  of  three  persons  to  be 
appointed  by  the  governor  is  provided  by  a  1929  law.  The  law 
further  provides  for  a  legislative  committee  to  work  in  connection 
with  the  commission.  The  commission  is  required  to  make  a  study 
of  taxation  in  Utah  and  other  states  and  make  its  report  to  the  gov- 
ernor on  December  1.  1929.  The  commission  and  the  legislative 
committee  are  required  to  state  whether  in  their  opinion  it  is  neces- 
sary for  the  governor  to  call  a  special  session  of  the  legislature  for 
the  purpose  of  considering  tax  revision. 

Vermont 

A  commission  of  five  members  has  been  appointed  to  investigate 
the  subject  of  taxation.  The  report  of  this  commission  is  to  be 
made  before  November  1.  1930.  Fifteen  thousand  dollars  is  appro- 
priated to  finance  the  commission.  The  compensation  of  the  com- 
missioners etc.  is  to  be  fixed  by  the  governor. 

Washington 

A  special  state  tax  commission  was  created  to  make  a  thorough 
survey  of  the  entire  revenue  system.  The  commission  consists  of 
nine  members.  The  report  of  the  commission  must  be  made  six 
months  before  the  meeting  of  the  next  legislature,  which  convenes 
again  in  1931.  Thirty-five  thousand  dollars  is  appropriated  for  the 
expense  of  the  commission. 

Wisconsin 

Ten  thousand  dollars  is  appropriated  by  the  Joint  Committee  on 
Finance  of  the  legislature  for  the  employment  of  trained  experts  in 

accounting  and  statistics. 

Advkrtisixg  T.\x 

Xortli  Carolina 

The  rates  have  been  greatly  increased.  The  present  rate  is :  In 
cities  and  towns  of  less  than  5.000  population.  $10;  5.000  to  10.000. 
$20;  10,000  to  15.000.  $30;  15.000  to  20.000.  $40;  20.000  to  25,000, 
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$50;  25,000  to  35,000,  $60;  35.000  plus.  $100.     Outside  of  incor- 
porated cities  or  towns,  $10. 

Vermont 

The  fee  for  outdoor  advertising  was  formerly  3c.  per  square  foot. 
It  is  now  a  flat-rate  fee  of  $25  payable  in  advance  on  March  1. 

Air  Crafts 

Idaho 

All  air  crafts  operated  in  Idaho  must  be  registered  and  licensed 
in  accordance  with  the  statute  covering  the  licensing  and  register- 
ing of  motor  vehicles.  All  money  collected  from  this  registration  is 
to  be  paid  to  the  State  Treasurer  and  placed  in  a  fund  to  be  desig- 
nated as  the  state  aeronautics  fund.  The  fees  for  licensing  air 
crafts  are  different  from  the  fees  for  licensing  motor  vehicles. 
Fees  for  the  former  are  23''2%  per  lb.  of  useful  load,  being  the 
difference  between  the  net  weight  of  the  air  craft  and  the  gross 
weight.  The  maximum  fee  is  $100.  This  registration  fee  is  in 
lieu  of  all  taxes,  either  general  or  local.  The  fee  for  the  license  of 
the  operator  or  for  the  renewal  of  the  license  is  $1. 

Assessments 

Arka)isas 

The  period  for  assessing  property  is  now  from  January  1  to 
April  1.  The  county  assessors  are  to  devote  full  time  to  their  duties. 
Township  boards  of  assessment  are  abolished  and  county  boards  of 
equalization  are  created. 

Maine 

The  taking  of  inventory  of  exempt  live  stock  and  fowls  has  been 
changed  from  a  five-year  period  to  a  one-year  period. 

The  salary  of  the  Chairman  of  the  Board  of  State  Assessors  was 
formerly  $2500,  now  increased  to  $3500.  The  salary  of  the  asso- 
ciate members  remains  the  same,  at  $2500. 

Massacliiisctts 

For  years  Massachusetts  has  taxed  intangible  personal  property 
at  its  situs  irrespective  of  the  domicile  of  the  owner  although  there 
was  a  reference  in  the  law  that  ships  and  vessels  should  be  taxed  at 
the  domicile  of  the  owner.  A  1929  act  puts  into  the  law  what  has 
been  interpreted  to  be  the  law  for  a  long  time,  namely  that  ships 
and  vessels  should  be  taxed  at  the  situs  irrespective  of  the  domicile 
of  the  owner. 
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Micliigan 

Special  assessments  are  made  a  personal  obligation  against  the 
owner  of  property  subject  to  assessment  and  cannot  lawfully  be 
made  a  lien  on  real  estate. 

Missouri 

The  compensation  of  assessors  has  been  increased  from  30c.  to 
35c.  per  list  in  certain  counties  and  from  25c.  to  30c.  per  list  in 
others.    The  rate  of  compensation  depends  on  the  size  of  the  county. 

A' i bra  ska 

An  assessor  cannot  raise  the  valuation  of  any  land  in  an  irrigated 
district  without  giving  the  owner  of  the  land  due  notice  to  appear 
and  show  cause  why  the  valuation  of  the  land  should  not  be  in- 
creased. 

Omissions,  mistakes,  defects  or  irregularities  in  special  assess- 
ments shall  not  make  the  assessment  void.  These  mistakes  can  be 
corrected  upon  giving  notice  for  three  weeks  in  a  public  newspaper 
in  the  county  where  the  special  assessment  is  levied. 

Xorfh  Carolina 

The  time  for  listing  property  has  been  changed  from  ]\Iay  1  to 
January  1  for  the  quadrennial  assessment  of  real  estate.  The  date 
for  listing  personal  property  and  real  property  in  years  in  which 
there  is  no  quadrennial  assessment  has  been  changed  from  ^lay  1 
to  April  1. 

West  I'irginia 

The  Board  of  Review  and  Equalization  has  been  given  the  power 
to  increase  or  reduce  the  assessment  on  property  after  it  shall  be 
determined  by  the  said  Board  that  any  property  is  assessed  at  more 
or  less  than  its  true  value.  A  five  days'  notice  must  be  given  to  the 
property  owner  before  the  Board  makes  an  increase.  If  the  in- 
crease is  on  an  individual  piece  of  property,  the  notice  must  be  in 
writing;  if  it  is  on  the  entire  property  in  any  one  district,  due  notice 
may  be  given  by  publication  in  any  two  newspapers  published  in 
the  county. 

Bank  Tax 

California 

A  constitutional  amendment  was  adopted  in  1928  and  enabling 
legislation  was  passed  in  1929  providing  for  a  4%  tax  on  national 
banks  according  to  or  measured  by  net  income.  This  tax  is  in  lieu 
of  all  other  personal  property  taxes  on  national  banks.  Every  bank 
is  entitled  to  an  ot¥set  to  the  amount  of  10%  of  taxes  paid  upon  its 
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real  property  but  the  total  offset  is  not  to  exceed  ly/c   of  the  total 
tax  levied. 

Massachusetts 

Under  the  decision  of  the  Supreme  Court  of  the  United  States 
in  the  case  of  Macallen  Company  v.  the  Commonwealth  of  Massa- 
chusetts (No.  578),  the  Massachusetts  statute  levying  an  excise  tax 
on  corporatons  measured  by  all  sums  of  interest  received,  including 
federal,  state  and  municipal  securities,  was  held  invalid.  The  state 
has  asked  for  a  rehearing  on  account  of  its  effect  on  the  Ijank 
s'tuation. 

Michigan 

The  banking  laws  of  Michigan  have  been  revised  and  codified. 
A'l  real  estate  of  banks  is  taxed  as  other  real  estate  and  residue,  all 
capital  and  surplus  is  taxed  as  personal  property  but  the  assessment 
of  the  residue  is  not  to  be  at  a  greater  rate  than  is  assessed  on 
moneyed  capital  in  the  hands  of  individual  citizens. 

Oregon 

Oregon  provides  for  an  excise  tax  on  national  banking  associa- 
tions, state  banks  and  financial,  mercantile,  manufacturing  and  busi- 
ness corporations.  Oregon  like  California  has  chosen  the  fourth 
method  of  taxing  national  banks  as  permitted  by  section  5219  of  the 
U.  S.  Revised  Statutes.  It  is  the  excise  measured  by  or  according 
to  net  income.  The  rate  of  tax  is  5%  upon  net  income.  This  tax 
is  in  lieu  of  other  state,  county  and  municipal  taxes  upon  corpora- 
tions and  associations  before  mentioned  except  taxes  upon  their  real 
property. 

Washington 

Washington  this  year  adopted  an  excise  tax  on  banks  and  finan- 
cial corporations.  The  tax  is  measured  by  net  income  and  includes 
the  interest  on  tax-exempt  securities.  The  rate  is  5%  on  the  net 
income.  This  tax  is  on  national  banks,  state  banks  and  financial 
corporations.  Every  bank  and  corporation  subject  to  this  tax  is 
entitled  to  an  offset  to  the  amount  of  all  taxes  paid  by  it  upon  its 
tangible  personal  property,  and  every  insurance  company  subject  to 
this  tax  is  entitled  to  an  offset  to  the  amount  of  all  taxes  paid  by  the 
insurance  company  to  the  state  upon  premiums  received.  Certain 
deductions  are  allowable.  This  tax  is  to  be  administered  by  the 
Tax  Commission.  Although  the  taxes  shall  be  paid  to  the  county 
treasurer  of  the  county  in  which  the  bank  or  corporation  is  situated 
the  money  from  this  tax  is,  for  the  use  of  the  state,  county,  citv, 
town,  school  district,  municipal  or  other  taxing  district  in  wh'ch 
the  bank  or  corporation  is  located  and  shall  be  distributed  by  the 
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county  treasurer  in  the  same  manner  and  in  the  same  proportion  as 
are  state  taxes  upon  personal  property. 

PVyo»iing 

In  assessing  the  shares  of  bank  stock,  a  1929  law  permits  a  de- 
duction of  the  assessed  valuation  of  real  estate  owned  by  the  respec- 
tive banks,  associations,  etc.  Under  a  former  law  banks,  loan  and 
investment  companies  etc.  that  did  not  accept  mone\'  for  deposit 
were  assessed  at  33yi%  of  par  value.     This  law  has  been  repealed. 

Bonded  Indebtedness 

California 

When  bonded  indebtedness  of  political  subdivisions  outstanding 
on  November  8,  1910,  is  paid  by  the  subdivision  the  state  is  to  pay 
the  proportion  of  the  amount  so  paid  which  would  have  been  due  in 
the  state  had  the  payment  been  provided  by  taxation. 

Maine 

By  referendum,  Maine  authorized  a  $15,000,000  bond  issue  for 
highways. 

Xew  Jersey 

There  has  been  included  in  the  gross  indebtedness  of  munici- 
palities notes  or  bonds  authorized  but  not  issued  and  obligations  of 
the  municipality  held  uncanceled  in  any  sinking  fund.  Bonds  issued 
for  school  purposes  are  not  to  be  entirely  included  in  the  net  bonded 
indebtedness.     There  may  be  deducted  from  gross  indebtedness : 

A.  Amount  of  special  assessment  levied  and  uncollected  appli- 
cable to  the  payment  of  any  part  of  the  gross  debt. 

B.  The  amount  of  special  assessment  levied. 

C.  The  net  indebtedness  incurred  for  schools  to  an  amount  not 
exceeding  6%,  formerly  3%,  of  the  average  assessed  valuation. 

D.  Indebtedness  incurred  to  improve  or  restore  property  damaged 
by  the  sea  or  construct  bath  houses  etc.  along  the  seafront. 

E.  Indebtedness  incurred  in  the  construction  or  reconstruction 
of  harbors,  basins,  docks  and  piers  but  not  to  exceed  3%  of 
the  average  of  the  assessed  valuation. 

North  Carolina 

The  State  Sinking  Fund  Commission  has  been  given  supervision 
over  the  issuing  of  bonds  for  local  government. 
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Collection  of  Taxes 
Connecticut 

Six  laws  were  passed  changing  in  some  respects  the  procedure  of 
the  collection  of  taxes.  Former  tax  collectors  of  counties  and  towns 
have  been  required  to  deliver  to  their  successors  within  ten  days 
after  the  qualification  of  the  successor  all  rate  bills  not  fully  col- 
lected. A  1929  law  extends  this  provision  to  include  also  collectors 
of  boroughs,  school  districts,  fire  districts  and  other  municipal  asso- 
ciations. 

It  has  been  the  custom  for  some  years  to  collect  overdue  taxes  by 
the  issuance  of  an  alias  tax  warrant  deputizing  a  sheriff  or  con- 
stable to  collect  such  overdue  taxes  for  him.  The  minimum  fee  for 
this  service  is  now  $5.  It  used  to  be  so  small  that  it  was  no  incen- 
tive for  collecting  the  tax. 

Under  an  old  statute  a  collector  could  make  a  demand  for  an 
overdue  tax  by  mail  in  the  case  of  non-resident  but  not  for  a  resi- 
dent.    The  collector  under  a  1929  law  can  do  so  for  a  resident. 

Tax  books  of  collectors  of  towns,  cities,  boroughs,  school  districts 
have  always  been  open  to  the  inspection  of  taxpayers.  This  law 
has  been  amended  to  include  also  the  tax  books  of  the  collectors  of 
all  fire  districts  and  other  municipal  associations. 

Florida 

The  1929  legislature  passed  necessary  laws  enforcing  the  collec- 
tion of  back  taxes  and  providing  for  the  issuance  of  tax  deeds  in 
the  future  that  cannot  be  successfully  assailed.  Florida  at  present  is 
having  great  difficulty  in  the  collection  of  back  taxes.  At  present 
they  are  about  $40,000,000  in  arrears.  This  is  quite  an  item,  as  the 
ad  valorem  tax  is  one  of  the  main  sources  of  state  revenue. 

Michigan 

Unpaid  taxes  are  a  lien  upon  real  property,  becoming  so  the  first 
day  of  December.  Unpaid  personal  taxes  are  a  first  lien  on  per- 
sonal property  after  the  first  day  of  December.  This  lien  takes 
precedence  over  all  other  liens  upon  said  personal  property  either 
arising  before  or  after  the  assessment  of  the  property. 

Nebraska 

New  tax  forms  are  now  in  use.  On  the  new  forms  the  amount 
in  dollars  of  the  state  tax  and  the  amount  in  dollars  of  the  county 
tax  is  put  in  separate  columns. 

In  the  year  1930  and  every  five  years  thereafter  the  state  auditor 
is  to  transfer  from  the  current  tax  ledger  to  the  suspension  tax 
ledger  all  taxes  that  have  been  delinquent  for  fifteen  years.     The 
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same  thing  is  to  be  done  in  the  year  1930  for  all  taxes  uncollected 
for  the  year  1920  and  previous  years. 

Xcci'  York 

Penalty  for  non-payment  of  village  taxes  was  raised  to  57f  for 
the  first  month. 

In  eight  counties  the  practice  of  paying  fees  on  returned  taxes 
had  been  stopped.  This  year  this  practice  has  been  abolished  in 
eight  more  counties,  making  a  total  of  sixteen. 

The  time  for  commencing  suits  for  collecting  personal  property 
taxes  in  the  city  of  Xew  York  was  extended  to  three  years,  for- 
merly one  year. 

A  new  article  added  to  the  Town  Law  authorized  boards  of  towns 
under  25.000  population,  if  they  so  desire,  to  abolish  the  office  of 
collector  or  receiver  of  taxes  and  transfer  the  duties  to  the  town 
clerk,  who  shall  be  paid  a  salary;  all  fees  to  go  to  the  town. 

Pcnnsyh'auia 

In  the  City  of  Scranton.  a  second-class  A  city,  the  collection  of 
all  city,  county,  school  and  poor  taxes  is  centralized  in  one  tax  office. 
Tax  collectors  are  no  longer  entitled  to  a  commission  on  taxes  re- 
turned for  non-payment,  but  where  a  return  is  made  an  exoneration 
\i  claimed  the  responsibility  of  the  tax  collector. 

The  law  relative  to  the  return  of  seated  lands  for  delinquent  taxes 
to  the  county  treasurer  has  been  revised.  Returns  are  now  made 
not  later  than  the  first  Monday  in  May  succeeding  the  year  in  which 
the  tax  was  levied  instead  of  the  first  of  February.  In  addition  to 
the  present  penalties,  a  penalty  of  1%  per  month  is  added  from  the 
first  [Monday  of  January  succeeding  the  year  of  levy  until  the  ta.x 
is  paid.  The  new  law  furnished  a  complete  system  for  county 
treasurers. 

JJ'iscoiisin 

The  county  board  of  any  county  may  by  resolution  extend  the 
time  of  payment  of  one-half  of  all  county  taxes  for  a  period  of 
time  not  exceeding  six  months.  No  town,  village  or  city  shall  be 
allowed  to  thus  postpone  the  payment  of  a  portion  of  the  city  taxes 
unless  they  shall  extend  the  time  of  i)ayment  for  taxpayers  of  their 
county  taxes  for  a  like  period. 

CONSTITUTIOX.VL    AMENDMENTS 

Arka)isas 

There  is  a  proposed  constitutional  amendment  that  the  establish- 
ment of  tax-supported  schools  shall  be  reserved  to  the  ])eople. 

Constitutional  Amendment  Xo.  18  was  adopted  in  1^28  in  regard 
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to  the  industrial  tax  on  cities  located  in  counties  having  a  popula- 
tion of  105.000  or  more. 

California 

The  amendments  to  the  Constitution  to  be  voted  upon  are  : 

The  property  and  income  of  any  hospital  or  sanitarium  not  organ- 
zied  or  conducted  for  private  profit  shall  be  exempt. 

A  tax  shall  be  levied  upon  every  insurer  carrying  on  ocean 
marine  insurance.  The  legislature  shall  provide  for  the  assessment, 
rate  etc.  of  the  tax.  The  tax  shall  be  measured  by  that  proportion 
of  the  under-writing  profit  of  such  insurer  from  such  insurance 
written  in  the  United  States  which  the  gross  premiums  of  the  in- 
surer from  the  insurance  written  in  California  bears  to  the  gross 
premiums  of  the  insurer  from  such  insurance  written  in  the  United 
States. 

A  new  registration  tax  on  motor  vehicles  in  lieu  of  all  personal 
property  taxes.  This  money  to  be  credited  to  a  fund  known  as  the 
county  motor  vehicle  tax  fund.  At  least  95%  of  all  moneys  col- 
lected from  the  tax  shall  go  to  the  counties  or  cities,  and  such 
political  subdivision  as  may  exist  within  such  county  or  city  and 
county. 

Half  of  the  revenues  accruing  from  the  taxation  of  premiums  of 
fire-insurance  corporations  should  be  set  aside  for  distribution 
among  the  various  firemen's  pension  relief  associations. 

Florida 

The  legislature  of  Florida  adopted  by  one  vote  a  proposed  consti- 
tutional amendment  permitting  them  to  levy  an  inheritance  tax  the 
rate  of  which  will  be  80/^  of  the  Federal.  This  is  the  same  tax 
now  levied  in  Georgia. 

The  second  constitutional  amendment  proposed  is  the  elimina- 
tions of  the  ad  valorem  tax  on  automobiles.  These  amendments 
will  be  submitted  to  the  people  for  ratification  or  rejection  in  No- 
vember, 1930. 

Illinois 

A  1929  law  provides  that  the  state  of  Illinois  shall  acquire  and 
establish  a  state  system  of  conservation  of  forest  preserves  and 
public  recreation  grounds.  For  the  financing  of  this  provision  there 
is  to  be  a  bond  issue  of  $14,000,000.  These  bonds  are  to  be  made 
payable  in  thirty  years  at  4%  interest  and  not  more  than  $1,400,000 
worth  of  bonds  shall  be  issued  in  any  one  year.  The  provision  to 
issue  these  bonds  is  to  be  submitted  to  the  voters  at  the  November 
1930  election. 
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Kansas 

A  referendum  will  be  submitted  to  the  people  at  the  general  elec- 
tion in  1930  to  amend  article  11  of  the  constitution  so  as  to  permit 
a  graduated  personal  income  tax. 

Missouri 

An  additional  bond  issue  of  $75,000,000  for  the  construction  of 
state  highways  was  adopted  by  the  people  November,  1928. 

An  amendment  exempting  all  evidence  of  debt  for  money  loaned 
on  real  estate  is  to  be  voted  upon  November,  1930. 

Montana 

Section  9,  article  12  of  the  Alontana  Constitution  states  the  maxi- 
mum tax  rate.  A  referendum  is  to  be  voted  upon  November,  1930. 
providing  for  the  increase  of  the  rate  of  taxation  on  real  and  per- 
sonal property  for  state  purposes  not  to  exceed  three  mills.  This  is 
in  addition  to  the  tax  already  permitted  by  the  constitution.  This 
additional  tax  is  to  be  for  a  period  of  ten  years  beginning  1931. 
The  money  from  this  additional  ta.x  is  to  go  to  the  support,  main- 
tenance and  improvement  of  the  institutions  comprising  the  Greater 
University  of  Montana,  the  Agricultural  Experiment  Station  and 
the  Agricultural  Extension  Service. 

North  Carolina 

A  constitutional  amendment  providing  for  classification  will  be 
voted  upon  November,  1929. 

Utah 

Two  constitutional  amendments  were  proposed  by  the  1929  legis- 
lature to  be  voted  upon  November,  1930.  First,  to  amend  section  7, 
article  13  in  such  a  manner  that  the  state  will  be  required  to  raise 
$25  for  each  person  in  the  state  of  school  age  through  taxes.  The 
constitutional  provision  now  in  force  provided  that  an  amount 
w^hich  when  added  to  other  sources  of  revenue  equals  $25  must  be 
raised  through  taxation.  The  other  sources  of  revenue  are  receipts 
from  state  school  land  investments.  It  is  also  proposed  that  an 
equal  fund  shall  be  created  which  shall  amount  to  $5  for  each 
person  of  school  age.  This  fund  will  be  appropriated  in  any 
manner  which  the  legislature  may  determine  but  the  $25  must  be 
distributed  upon  the  school  population  basis.  The  purpose  of  this 
amendment  is  to  aid  school  districts  which  are  in  particular  need 
of  assistance  from  the  state. 

It  is  proposed  to  amend  section  3,  article  10  of  the  constiution  so 
as  to  permit  the  creation  of  an  equal  fund  and  the  distribution  of  it 
upon  a  basis  other  than  a  school  population. 
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lVashi)igton 

An  amendment  giving  the  power  of  classification  is  to  be  voted 
upon  in  November,  1930.  In  the  same  amendment  authority  is  given 
to  the  legislature  power  to  exempt  personal  property  to  the  amount 
of  $300. 

IVcst  Virginia 

An  amendment  providing  for  an  executive  budget  will  be  voted 
upon  in  November,  1930. 

Corporations 

California 

There  is  exempted  from  the  gross  receipts  upon  which  is  based 
the  excise  tax  on  motor  buses  and  carriers  the  receipts  from  the 
U.  S.  Government  for  carrying  the  U.  S.  mail. 

A  constitutional  amendment  adopted  in  1928  and  enabling  legis- 
lation passed  in  1929  provides  for  a  4%  tax  measured  by  net  income 
on  business  corporations  with  an  ofifset  by  real  and  personal  prop- 
erty tax  up  to  75%  of  the  4%  tax  but  in  no  case  is  the  taxpayer 
entitled  to  an  offset  of  more  than  10%  of  the  real  property  tax.  The 
minimum  tax  is  $25  for  each  individual  corporation. 

Maryland 

In  the  ^laryland  law  the  term,  "  financial  corporations  ",  has  been 
definitely  defined  to  include  financial,  credit,  investment  banking, 
investment  trust,  mortgages  and  commercial  banking  corporations 
and  any  corporation  other  than  banks  or  trust  companies  substan- 
tially competing  with  national  banks.  Any  other  corporation  is 
known  as  an  ordinary  business  corporation.  The  same  chapter 
which  gives  these  definitions  recodifies  and  to  a  certain  extent  re- 
vises the  general  laws  relating  to  property  taxation  and  certain  other 
revenues.  The  time  of  payment  of  the  franchise  tax  on  business 
corporations  has  been  changed  from  September  1  to  October  1. 
Under  the  former  law  the  annual  franchise  tax  which  such  corpora- 
tions paid  was  computed  on  the  amount  of  its  actually  issued  out- 
standing or  substitute  for  capital  stock  plus  an  addition  of  25%  of 
the  amount  of  its  issued  outstanding  or  substitute  for  capital  stock. 
Under  the  new  law  it  is  plus  an  addition  of  10%  instead  of  25%. 
Minimum  tax  under  both  laws  is  SI 2.50.  Formerly  the  comptroller 
assessed  the  tax,  now  under  the  1929  law  it  is  done  by  the  state  tax 
commission,  certified  by  the  comptroller  and  payable  to  the  treasurer. 

The  penalties  for  foreign  corporations  have  been  changed.  If 
the  tax  is  not  paid  after  the  first  of  October  it  shall  bear  interest  at 
the  rate  of  1^^%  for  each  month  or  fraction  of  month,  and  if  the 
tax  is  not  paid  by  December  1  a  penalty  of  10%  is  added  thereto. 
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Massachusetts 

Under  a  former  Massachusetts  law  investment  trusts  that  did  not 
incorporate  but  remained  as  pure  trusts  paid  the  income  tax  tlie 
same  as  individuals.  When  the  same  investment  trust  incorporated 
they  paid  $5  per  $1,000  on  corporate  excess  and  2j/^7f  on  their  in- 
come. This  was  a  fair  tax  as  long  as  they  invested  in  tax-exempt 
securities  but  during  the  last  few  years  the  temptation  of  the  stock 
market  has  been  too  great.  With  money  invested  in  the  market 
their  securities  ran  into  the  millions  and  no  liabilities,  the  tax  of 
$5  per  $1,000  became  a  tremendous  tax.  Many  of  these  investment 
trusts  wishing  to  remain  incorporated  went  out  of  the  state  for  in- 
corporation and  came  into  the  state  as  foreign  corporations  which 
greatly  reduced  their  tax.  A  1929  law  permits  an  investment  trust 
company  which  is  a  pure  investment  trust  corporation  to  pay  the 
same  tax  which  they  would  pay  if  they  were  not  incorporated,  that 
is  that  they  would  pay  under  the  income  tax  law  as  an  individual. 
The  basis  of  this  1929  law  is  more  or  less  in  the  nature  of  a  subsidy 
to  keep  this  kind  of  financial  activity  in  Massachusetts. 

Michigan 

The  fees  on  foreign  corporations  are  computed  upon  that  portion 
of  its  authorized  capital  stock  represented  by  the  portion  of  its 
property  between  tangible  and  intangible  used  in  business  in  Mich- 
igan.   This  was  the  purport  of  the  former  law.     It  was  not  clear. 

Domestic  corporations  are  permitted  to  deduct  from  their  capital 
and  surplus  intangibles  as  well  as  tangible  property  owned  and  used 
in  other  states.  Prior  to  this  1929  change  this  privilege  extended 
only  to  foreign  corporations. 

Missouri 

The  annual  franchise  tax  on  corporations  was  formerly  one-tenth 
of  one  per  cent  of  the  outstanding  ca])ital  stock  and  surplus.  It  is 
now  one-twentieth  of  one  per  cent.  If  the  capital  stock  has  no  par 
value  it  is  considered  as  having  a  value  of  $5  per  share  unless  the 
actual  value  of  such  share  exceeds  $5  per  share,  in  which  case  the 
tax  is  to  be  levied  and  collected  on  the  actual  value  and  the  surplus. 
This  applies  to  foreign  corporations  engaged  in  business  in  the 
state,  the  tax  being  paid  on  the  amount  of  capital  stock  and  surplus 
employed  in  business  in  the  state  and  on  domestic  corporations 
doing  business  in  another  state.  The  latter  used  as  a  basis  the 
capital  stock  and  surplus  employed  in  business  in  the  state.  Bank 
deposits  are  to  be  considered  as  funds  of  the  individual  depositor 
and  are  not  considered  in  computing  the  amount  of  the  tax. 
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New  York 

L'nder  a  former  law  business  corporations  have  been  subject  to  a 
minimum  tax  of  (1)  not  less  than  $10;  (2)  not  less  than  1  mill 
on  first  value  of  issued  capital  stock;  and  now  a  further  clause  has 
been  added,  (3)  not  less  than  would  be  produced  by  applying  a 
rate  of  2%  to  a  base  consisting  of  the  entire  net  income  plus  salaries 
paid  to  officers  and  to  any  stock  held  owning  in  excess  of  5%  of  the 
issued  capital  stock  of  the  corporation,  excepting  dividends,  and 
after  deducting  from  the  base  $6000  and  any  deficit  for  the  report- 
ing year.  Business  corporations  are  now  taxable  under  any  of  these 
three  methods  which  would  result  in  the  largest  amount  of  tax. 

Electric  power,  water  and  pipe-line  companies  have  been  added 
to  the  corporation  who  pay  property  taxes  directly  to  the  country 
treasurer. 

Xorth  Carolina 

The  franchise  tax  on  railroads,  pullman  companies,  power  com- 
panies and  express  companies  has  been  doubled.  The  former  tax 
on  express  companies  was  $7.50  per  mile  for  companies  earning  less 
than  6%  on  their  investment  and  $10.50  per  mile  for  companies 
earning  more  than  8%  on  their  investment.  The  new  rate  is  $15 
per  mile  for  companies  earning  less  than  6%,  $18  from  6%  to  8%, 
and  $21  all  over  8%.  The  former  tax  on  power  companies  was  1% 
of  gross  revenue  from  operations  within  the  state ;  that  has  been 
increased  to  2%. 

North  Dakota 

The  tax  on  corporate  excess  having  been  declared  unconstitu- 
tional in  the  Supreme  Court  of  Xorth  Dakota  in  the  case  of  Gamble- 
Robinson  Fruit  Company  v.  Thoresen  (53  X.  D.  28),  (204  X.  VV. 
61  )  has  been  repealed. 

Oregon 

Every  mercantile,  manufacturing  and  business  corporation  shall 
pay  an  annual  excise  tax  according  to  or  measured  by  its  net  in- 
come of  5%  upon  the  basis  of  its  net  income.  Each  corporation 
shall  have  an  offset  against  this  tax  in  the  amount  of  taxes  paid 
upon  personal  property  located  within  the  state  but  the  offset  shall 
not  exceed  90%  of  the  excise  tax.  The  minimum  tax  for  each 
corporation  is  $25.  This  tax  is  similar  to  the  excise  tax  on  banks 
except  for  the  offset.  The  law  lists  numerous  corporations  which 
are  exempt  from  the  tax,  such  as :  agricultural  organizations,  fra- 
ternal beneficiary  societies,  charitable,  educational,  chambers  of 
commerce,  mutual  life  insurance,  etc.  The  referendum  will  be  in- 
voked upon  this  tax,  election  being  June  28,  1929. 

Corporations  have  to  bear  the  same  tax  as  the  banks  so  as  not  to 


30  NATIONAL  TAX  ASSOCIATION 

tax  money  that  is  in  competition  with  the  banks  at  a  higher  rate 
and  thus  not  go  contrary  to  §5219. 

Rhode  Island 

Toll-bridge  corporations  have  been  added  to  the  public  service 
corporations  which  carry  an  additional  tax  of  1%  from  the  gross 
earnings  of  the  corporations. 

Tennessee 

Tennessee  has  never  before  charged  for  the  filing  of  any  certifi- 
cate of  incorporation  of  domestic  company  with  the  secretary  of 
state.     This  year  they  have  levied  the  following : 

For  certificate  of  incorporation,  Ic.  for  each  share  of  authorized 
capital  stock  having  par  value,  and  Yz  of  Ic.  for  each  share  of 
authorized  capital  stock  without  nominal  or  par  value  up  to  and 
including  a  total  authorized  capital  stock  of  20,000  shares,  and  3/2 
of  Ic.  for  each  share  having  par  value  and  %  of  Ic.  for  each  share 
without  nominal  or  par  value  in  excess  of  a  total  authorized  capital 
stock  of  20,000  shares;  provided,  however,  that  in  no  case  shall  the 
amount  paid  be  less  than  $10  and  provided  further  that  any  number 
of  shares  havin  gpar  value  but  having  a  total  par  value  less  than  or 
equal  to  $100  shall  be  counted  as  only  one  share. 

Utah 

A  1929  law  provides  for  a  new  method  of  corporation  license 
taxes.  Under  the  new  law  consideration  is  given  to  the  propor- 
tionate amount  of  business  done  in  the  state  and  also  to  the  propor- 
tion of  capital  of  the  corporation  used  within  the  state.  This  change 
in  the  law  was  necessitated  by  the  former  law  being  held  uncon- 
stitutional. 

Inheritance  Taxes 

Arkansas 

Arkansas  has  reciprocity  effective  June  12,  1929. 

A  1929  amendment  increased  the  exemptions  of  a  widow  to  $6,000 
and  of  a  minor  child  to  $4,000  and  exempts  $2,000  transferred  to 
any  benevolent  or  charitable  or  educational  institution.  The  rate 
is  increased  to  47o  on  property  in  excess  of  $5,000.  It  was  formerly 
3%.  The  administration  of  the  inheritance  tax  law  is  placed  under 
the  Commissioner  of  Revenue. 

California 

California  had  made  quite  extensive  changes  in  their  inheritance 
tax  rates.  In  class  A,  with  the  exception  of  the  wife,  the  rate  is 
from  $200,000  to  $500,000,  9%  formerly  10%;  over  $500,000,  10% 
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formerly  127c;  class  B,  $100,000  and  all  over,  12%,  formerly 
$100,000  to  $200,000,  12%;  $200,000  to  $500,000,  15%;  all  over 
$500,000,  18%  ;  class  C,  $100,000  and  all  over,  12%,  formerly 
$100,000  to  $200,000,  127c,  and  all  over  $200,000,  207c;  class  D, 
$50,000  and  all  over,  127c,  formerly  $50,000  to  $100,000,  157c,  and 
all  over  $100,000,  20%. 

The  exemption  for  widows  has  been  increased  from  $24,000  to 
$50,000  and  a  new  set  of  rates  has  been  established  for  widows ; 
$50,000  to  $100,000,  47c;  $100,000  to  $200,000,  67c;  $200,000  to 
$300,000,  8%.  The  former  rate  was  $25,000  to  $50,000,  27c; 
$50,000  to  $100,000,  47c;  $100,000  to  $200,000,  7%;  $200,000  to 
$500,000,  107c;  in  excess  of  $500,000,  127c. 

The  exemption  for  brothers,  sisters,  nieces,  nephews,  sons-in-law 
and  daughters-in-law  is  increased  from  $2,000  to  $5,000. 

In  a  case  of  money  left  to  benevolent,  educational  or  public  asso- 
ciations or  corporations,  California  grants  reciprocity  exemptions 
to  other  states. 

The  law  in  regard  to  the  exemption  of  intangible  personalty  of 
non-resident  decedents  has  been  amended  to  extend  reciprocity  to 
foreign  states  or  countries. 

Colorado 

The  proceeds  of  insurance  payable  to  named  beneficiaries  other 
than  the  insured's  estate  is  exempt  from  the  inheritance  tax. 

Connecticut 

The  inheritance  tax  law  has  been  codified.  To  a  large  extent 
this  codification  follows  the  model  recommended  by  the  inheritance 
tax  committee  of  the  National  Tax  Association.  Certain  changes 
have  been  made,  however,  to  suit  Connecticut's  conditions.  The 
rates  imposed  by  the  new  act  are  in  their  essentials  the  same  as  in 
the  previous  statute  except  the  transfer  tax  has  been  repealed. 

Dclazvare 

A  1929  amendment  gives  to  husband  or  wife  a  $20,000  exemp- 
tion.    It  was  formerly  $3,000. 

Idalio 

A  complete  recodification  of  the  inheritance  tax  law  was  made  in 
1929-  The  state  auditor  now  administers  the  law.  This  centralizes 
the  administration,  as  it  was  formerly  under  the  probate  courts. 

Idaho  now  has  reciprocity  effective  March  16,  1929. 

There  has  been  an  increase  in  the  rates : 
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Class  A 

Over  $25,000  to  $50,000,  now  2%,  formerly  li4%. 
Over  $50,000  to  $100,000,  now  3%,   formerly  2%. 
Over  $100,000  to  $200,000,  now  5%,   formerlv  2^% 

(formerly  $500,000). 
Over  $200,000  to  $500,000,  now  J'Jc,   formerly  2^%. 

Class  B 

Up  to  $25,000,  now  2%,  was  li^%. 
Up  to  $25,000  to  $50,000,  now  5%. 
Up  to  $50,000  to  $100,000.  now  7%. 
Up  to  $100,000  to  $200,000,  now  10%. 
Up  to  $200,000  to  $500,000,  now  12%. 
Over  $500,000.  now  15S'^. 

Class  C 

$25,000  to  $50,000,  7%. 
$50,000  to  $100,000.  10%. 
$100,000  to  $200,000,  15%. 
Over  $200,000,  20%. 

Class  D 

$25,000  to  $50,000,  10%. 
$50,000  to  $100,000,  15%. 
Over  $100,000,  20%. 

Xote  :  The  rates  for  Class  B.  Class  C  and  Class  D  in  amounts  over 
$25,000  are  all  new. 
These  new  rates  became  effective  March  16,  1929. 

There  have  been  many  changes  made  in  the  method  of  determin- 
ing contingent  remainders. 

Safe-deposit  companies  are  made  liable  for  the  inheritance  tax  to 
the  extent  that  they  must  retain  enough  of  the  securities  to  cover 
the  tax. 

lUlno'xs 

The  time  for  paying  the  inheritance  tax  has  been  increased  from 
six  months  to  eight  months.  In  estates  which  are  subject  to  contin- 
gencies the  judge  levies  a  temporary  tax  at  the  highest  rate.  If  the 
correct  tax  is  less'  than  the  amount  of  the  tentative  tax,  interest  is 
paid  on  the  difference  at  the  rate  of  3%. 

Lineal  descendants  of  an  adopted  or  mutually  acknowledged  child 
are  given  the  same  exemptions  and  shall  pay  the  same  ta.x  as  lineal 
descendants  of  the  decedent. 

Indiana 

January  1,  1929,  Indiana  became  reciprocal.  The  act  was  ap- 
proved March  9,  but  was  retroactive. 


REVIEW  OF  TAX  LEGISLATION  FOR  1929  33 

There  have  been  decided  changes  in  the  rates  of  taxation.  They 
now  have  classes,  A,  B  and  C.  Formerly  the  primary  rate  of  tax 
for  direct  heirs  was  1,  2,  3  and  4%..  On  amounts  from  $25,000  to 
$50,000  the  rate  was  twice  the  primary;  $50,000  to  $300,000,  three 
times  the  primary,  and  over  $300,000,  four  times  the  primary. 
Under  the  new  law  the  rates  are : 

Class  A  Class  B  Class  C 

$50,000    1%                   5%  7% 

$50.000-$! 00,000    2%                   5%  7% 

$100,000-$200,000    3%                   8%  10% 

$200,000-$300,000    4%  10%  12% 

$300,000-$500,000    5%  10%  12% 

$500,000-$700,000   6%  12%  15% 

$700,000-$1, 000,000    7%  12%  15% 

$1,000,000-$!, 500.000    8%  15%  20% 

$1,500,000    10%  15%  20% 

Exemptions  have  been  increased.  All  property  transferred  to  the 
United  States  or  any  governmental  unit  thereof  or  any  public  cor- 
poration, or  any  society  formed  for  charitable,  educational  or  re- 
ligious purposes  or  to  a  trustee  in  trust  for  any  of  these  before- 
m.entioned  societies  is  exempt  from  taxation.  Also  any  money  left 
for  maintaining  a  cemetery  lot  or  burial  ground.  A  wife's  exemp- 
tion has  been  increased  from  $15,000  to  $25,000.  A  minor  child's 
from  $5,000  to  $10,000.  There  have  been  numerous  changes  in  the 
administration  of  the  tax.  A  discount  of  5%  is  now  allowed,  if 
paid  within  a  year  from  accrual.  If  not  paid  within  18  months, 
10%  per  annum  interest  is  charged. 

lozva 

Iowa  has  taken  advantage  of  the  80%  Federal  Credit  by  an  estate 
tax,  applicable  to  residents  and  non-resident  decedents  dying  after 
February  26,  1926.  The  rates  are  equal  to  80%  of  the  Federal 
Estate  tax. 

Maryland 

A  new  act  was  passed  which  repealed  the  former  law.  The  pro- 
visions of  the  new  law  are  essentially  the  same  as  those  formerly 
in  force.  A  separate  estate  tax  retroactive  to  September  30,  1928, 
was  passed  April  2.  1929.  to  take  up  the  80%  federal  credit.  It  ap- 
plies to  resident  decedents. 

Massachusetts 

In  most  states  a  mortgage  is  classed  as  an  intangible  but  in  Massa- 
chusetts it  has  been  considered  as  "real  property".     Under  a  1929 
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law,  a  mortgage  is  definitely  made  intangible.  The  reason  for  mak- 
ing this  change  is  to  make  Massachusetts  in  complete  harmony  with 
the  other  reciprocal  states  in  regard  to  the  taxation  of  intangible 
personalty  of  non-resident  decedents. 

Michigan 

Michigan  levies  a  tax  in  addition  to  the  rate  specified  in  their 
inheritance  tax  in  order  to  absorb  the  entire  credit  allowed  by  the 
Federal  Government.  This  act  is  effective  only  as  long  as  the  fed- 
eral act  is. 

There  has  been  much  doubt  as  to  the  exact  meaning  of  the  in- 
heritance tax  act  in  Michigan.  A  law  was  passed  this  year  to 
clarify  the  language  to  show  that  17c  is  to  be  levied  upon  the  differ- 
ence between  a  transferred  value  of  $50,000  or  less  and  the  exemp- 
tions provided  for  kin,  class  A. 

Michigan  this  year  becomes  reciprocal,  eft'ective  April  8,  1929. 

Missouri 

Missouri  became  reciprocal  August  27,  1929. 

Nebraska 

Nebraska  passed  an  estate  tax  in  addition  to  the  present  inheri- 
tance tax  picking  up  the  80%  Federal  credit.  The  rate  of  the 
Nebraska  estate  tax  is  increased  or  decreased  if  the  Federal  tax  is 
increased  or  decreased,  always  being  the  maximum  credit  allowable 
through  the  state.  The  state  tax  commissioner  has  charge  of  the 
administration  of  this  tax.  The  present  inheritance  tax  in  Nebraska 
is  administered  by  the  county  judges.  Proceeds  from  the  estate  tax 
go  to  the  general  fund  of  the  state. 

New  Jersey 

Trust  funds  resulting  from  life  insurance  are  exempt  from  the 
inheritance  tax. 

New  Mexico 

Reciprocity  became  eft'ective  June  9,  1929. 

Nezv  York 

Reciprocity  in  the  case  of  tangible  personal  property  of  non- 
resident decedents  was  extended  to  include  foreign  countries. 

The  tax  commission  is  empowered  to  remit  for  good  cause  in- 
terest for  delay  in  tax  payment  on  contingent  remainders. 

Personal  property  held  jointly  and  passing  to  the  wife  by  sur- 
vivor is  made  a  taxable  transfer. 
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North  Carolina 

Reciprocity  is  established  in  North  Carolina  effective  March  19, 
1929.  The  rates  were  graduated  for  estates  over  a  million  dollars. 
The  present  rates  for  these  amounts  are : 

Class  A  Class  B  Class  C 

$1,000,000  to  $1,500,000 6%  14%  18% 

$1,500,000  to  $2,000,000 7%  16%  20% 

$2,000,000  to  $2,500,000 8%  18%  22% 

$2,500,000  to  $3,000,000 9%  20%  24% 

Over  $3,000,000    10%  22%  26% 

The  proceeds  of  all  life-insurance  policies  when  the  premiums 
have  been  paid  by  the  insured  are  taxable. 

State  and  municipal  bonds  owned  by  non-resident  decedents  are 
exempt. 

Ohio 

The  rates  have  not  been  changed  but  the  calculation  of  the  tax 
has  been.  Under  the  old  law  the  exemption  was  deducted  from  the 
interest  passing  and  the  tax  levied  on  the  remainder.  Under  the 
1929  law  the  exemption  is  deducted  from  the  first  bracket  before 
applying  the  rate  applicable  to  the  bracket. 

Pennsylvania 

The  Uniform  Reciprocal  Transfer  Inheritance  Tax  Act  was 
adopted.  This  act  is  now  founded  on  constitutional  authority,  an 
amendment  to  this  effect  having  been  adopted  in  1928. 

The  constitutionality  of  the  1927  act  which  took  up  the  slack 
between  the  transfer  inheritance  tax  and  the  credit  claimed  by  the 
Federal  Government  was  questioned.  In  the  case  of  Knowles  Es- 
tate, 295  Pac.  571,  the  constitutionality  of  the  law  was  upheld  by 
the  Supreme  Court. 

The  proceeds  from  policies  of  life-insurance  companies  payable 
otherwise  than  to  the  estate  of  the  insured  have  been  exempted. 
Gifts  made  within  one  year  before  death  and  without  adequate 
valuable  consideration  are  said  to  have  been  made  in  contemplation 
of  death  and  are  taxable. 

Rhode  Island 

The  estate  and  inheritance  taxes  of  Rhode  Island  have  been  re- 
vised. There  have  been  changes  in  sections  dealing  with  admin- 
istration but  no  changes  in  rates,  exemptions,  etc.  In  1926  Rhode 
Island  took  up  the  807^  Federal  credit.  However,  this  year  that 
amendment  to  the  law  states  that  if  the  tax  imposed  by  the  1926  law 
did  not  take  up  the  full  Federal  credit,  then  a  tax  is  imposed  by  this 
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1929  amendment  which,  together  with  the  1926  law.  shall  equal  the 
amount  of  the  credit  allowed  by  the  Federal  government.  The 
same  thing  holds  true  for  non-resident  decedents  only  in  real  estate 
and  tangible  personal  property  in  the  state,  and  in  the  case  of  a 
resident  decedent  only  real  property  and  tangible  personal  property 
outside  of  the  state. 

South  Carolina 

Reciprocity  becomes  effective  January  1,  1930,  with  all  reciprocal 
states  except  those  which  do  not  impose  an  inheritance  tax. 

Texas 

Reciprocity  became  effective  in  Texas,  August  19,  1929. 

All  taxes  paid  on  transfers  of  property  in  the  United  States  by 
decedents  who  have  died  within  the  preceding  five  years  are  de- 
ductible. 

Washington 

Washington  became  reciprocal  effective  June  12,  1929. 
The  following  changes  have  been  made  in  the  exemptions  and  in 
the  tax  rate  of  the  Washington  inheritance  tax: 

1.  The  tax  of  77^  on  estates  from  $300,000  to  $500,000  and  10% 
on  all  estates  exceeding  $500,000  has  been  omitted.  The  tax 
now  stops  at  5%  on  estates  in  excess  of  $200,000. 

2.  Passing  to  a  sister,  brother,  uncle,  aunt,  nephew  or  niece  the 
tax  is  reduced  from  57c  to  3%  of  any  amount  not  exceeding 
$50,000.  Also  the  tax  of  15%  of  any  value  in  excess  of 
$300,000  not  exceeding  $500,000  and  20%  of  any  value  in  ex- 
cess of  $500,000  has  been  omitted.  The  tax  now  stops  at  12% 
of  any  value  in  excess  of  $200,000. 

3.  Passing  to  collateral  heirs  beyond  the  third  degree  of  relation- 
ship or  to  strangers  of  the  blood,  the  tax  of  30%  of  any  value 
in  excess  of  $300,000  and  not  exceeding  $500,000  and  40%  of 
any  value  in  excess  of  $500,000  has  been  omitted-  The  tax 
now  stops  at  25%  of  any  value  in  excess  of  $200,000. 

4.  $10,000  exemption  to  the  survivor  and  to  the  father  and 
mother.  $5,000  exemption  to  each  minor  lineal  descendant. 
$3,000  exemption  to  each  adult  lineal  descendant. 

The  administration  of  the  death  taxes  is  now  direct  through  a 
supervisor  of  the  inheritance  tax.  The  department  is  known  as  the 
inheritance  tax  and  escheat  division.  Any  transfers  of  property 
made  within  two  years  prior  to  the  deceased's  death  is  presumed  to 
be  a  gift  made  in  contemplation  of  death.  The  administration  of 
the  inheritance  tax  has  been  simplified  in  a  provision  that  in  any 
case  where  the  inheritance  does  not  exceed  $300  the  supervisor  of 
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the  inheritance  escheat  division  may  compromise  such  tax,  issue  a 
satisfaction  without  probate  proceedings  where  the  necessary  facts 
are  furnished  and  filed  by  athdavit.  This  will  save  the  state  thou- 
sands of  dollars  on  unnecessary  expense  and  trouble  in  probating 
proceedings. 

The  second  higher  brackets  or  tax  rates  in  amounts  over  $200,000, 
the  estate  passing  to  or  for  the  use  of  a  father,  mother,  husband, 
wife,  etc.,  have  been  eliminated.  The  highest  levy  is  5%.  A  son- 
in-law  or  daughter-in-law  has  been  classed  with  the  direct  heirs, 
thus  changing  the  rate  of  tax  from  10%  to  1%. 

West  Virginia 

There  have  been  minor  changes  in  the  tax  rates.  In  the  pri- 
mary rates,  class  C,  the  rate  is  increased  from  6%  to  7% ;  in 
class  D  the  rate  is  decreased  from  107c  to  97c.  In  what  is  called 
the  excess  market  value,  the  rates  are  as  follows :  Class  A,  5%  on 
all  property  from  $50,000  to  $500,000;  class  B.  7%  from  $50,000  to 
$500,000;  class  C,  87c  from  $50,000  to  $500,000;  class  D.  9^7° 
from  $50,000  to  $500,000;  class  E,  107c  on  everything  over  $500,000 
passing  to  any  persons  in  any  of  the  classes. 

Under  the  former  law  the  rates  of  the  excess  market  value  were 
based  on  the  primary  rates.  They  were  divided  into  seven  classes. 
The  rate  graduated  from  twice  the  primary  rate  upon  all  in  excess 
of  $50,000  and  not  over  $100,000  to  ly^  times  the  primary  rate, 
class  G,  on  all  over  $500,000.  The  primary  rates  varied  from  2% 
to  7%. 

Reciprocity  became  effective  June  3.  1929.  The  law  defines  in- 
tangible personal  property  as  meaning  incorporeal  property,  includ- 
ing money,  deposits  in  banks,  mortgages,  debts,  shares  of  stock, 
bonds,  notes,  credit,  evidences  of  interest  on  property  and  evidences 
of  debt. 

Wisconsin 

Reciprocity  became  eft'ective  July  18,  1929. 

Wyoming 

Reciprocity  became  effective  February  23,  1929.  The  new  law 
defines  intangible  personal  property  as  including  money,  deposits  in 
banks,  debt,  receivables,  shares  of  stock,  bonds,  notes,  credits,  evi- 
dences of  interest  in  property  and  evidences  of  debt. 

Education 

Florida 

Florida  is  spending  more  and  more  money  for  education.  Xew 
sources  for  education  are:  Ic   tax  on  gasoline,  a  tax  of  y^^  of  1  mill 
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upon  $1  of  taxable  property  and  Yi  of  all  interest  collected  on  state 
funds  deposited  in  the  banks. 

Idaho 

A  new  governmental  unit,  the  uijorganized  school  district  has 
been  created.  For  the  purpose  of  financing  this  district  there  is  the 
unorganized  school  district  fund.  From  this  fund  is  paid  the  tuition 
of  all  persons  of  school  age  residing  in  such  districts.  A  tax  not 
exceeding  1  mill  on  the  dollar  is  levied  on  the  property  in  this 
district.  The  proceeds  of  this  tax  is  placed  in  this  unorganized 
school  district  fund. 

Illinois 

The  board  of  education  must  adopt  an  annual  budget  beginning 
with  the  year  1930.  It  must  be  open  to  the  public  inspection  or 
public  hearings  may  be  held.  The  maximum  tax  rate  for  building 
purposes   and  the  purchase   of   school   grounds   is   increased   from 

}i  of  1%  to  y2  of  1%. 

Indiaiux 

The  city  treasurer  shall  collect  all  taxes  levied  and  assessed  for 
schools  and  all  delinquent  school  taxes  in  all  cities  where  the  city 
treasurer  collects  the  city  taxes. 

Permission  is  given  to  the  trustees  of  the  Indiana  University  and 
the  Perdue  University  and  the  Indiana  Normals  to  acquire  such 
property  and  make  such  additions  as  they  deem  necessary,  and  to 
issue  and  sell  bonds  to  provide  funds  for  this  purpose.  These  bonds 
are  to  be  exempt  from  taxation. 

Maine 

The  school  equalization  fund  has  been  decreased  from  $125,000 
to  $100,000. 

Michigan 

Upon  the  petition  of  ten  taxpayers  of  a  township  or  school  dis- 
trict the  attorney-general  may  institute  an  investigation  or  audit 
the  books. 

Nezv  York 

The  increased  state  aid  to  schools  given  in  recent  years  was  re- 
stricted to  districts  employing  five  teachers  or  more,  the  purpose 
being  the  enforcement  of  the  consolidation  of  small  districts.  There 
is  a  great  opposition  to  this  consolidation.  This  year  state  help  is 
extended  to  include  all  districts.  This  will  cost  the  state  about 
$3,000,000  a  year  more. 
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North  Carolina 

The  General  Assembly  raised  the  total  fund  of  state  aid  to  edu- 
cation from  $3,250,000  to  $6,500,000.  It  provided  that  $5,250,000 
should  go  to  the  aid  of  the  six  months'  term  and  $1,250,000  to  the 
aid  of  the  extended  term,  and  that  the  part  going  to  the  extended 
term  should  be  so  apportioned  as  to  serve  as  an  equalizing  fund  in 
the  districts  of  the  participating  counties  in  the  same  way  as  the 
larger  fund  is  used  to  equalize  the  tax  burden  against  the  counties 
themselves. 

Utah 

A  1929  law  provides  that  if  the  statutory  maximum  rates  for  local 
school  property  are  insufficient  to  raise  the  money  needed,  that  the 
school  board  of  the  local  district  together  with  the  board  of  county 
commissioners  may  promptly  petition  the  state  board  of  equalization 
and  the  state  board  of  education  for  permission  to  increase  the  levy 
to  such  an  amount  as  to  yield  necessary  revenue.  The  authorization 
given  by  the  state  board  of  equalization  and  the  state  board  of  edu- 
cation must  not  increase  the  tax  levies  more  than  2  mills  above  the 
maximum  permitted  by  law. 

Exemptions 

Ari:;ona 

In  1927  an  amendment  to  the  constitution  relating  to  exemption 
was  passed  by  the  legislature,  and  two  years  later  ratified  by  the 
people.  A  1929  law  provides  for  carrying  out  the  provisions  of  this 
constitutional  amendment. 

The  property  of  the  veterans  of  all  wars  including  the  Philippine 
Insurrection  and  China  Relief  Expedition  as  well  as  the  various 
local  campaigns  against  the  Indians  is  exempted  from  taxation  up 
to  $2,000. 

Arkansas 

An  act  was  passed  to  effectuate  the  constitutional  amendment 
previously  adopted  for  the  exemption  of  textile  plants  from  taxa- 
tion for  a  period  of  years.  It  provides  for  an  exemption  for  seven 
years  from  the  date  of  the  adoption  of  the  amendment  or  for  a 
period  of  seven  years  from  the  date  of  the  establishing  of  such 
plants. 

Connecticut 

Historical  and  horticultural  organizations  have  been  added  to  the 
list  of  exempt  properties.  Formerly  all  exempt  corporations  had  to 
report  yearly  as  to  their  exemptions.  This  has  been  changed  to  a 
quadrennial  report  beginning  with  1929.  This  quadrennial  report  is 
restricted  to  real  estate  only,  exempt  personal  property  not  being 
included. 
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If  one  municipality  buys  land  in  another  municipality  for  the 
purpose  of  airports  this  land  is  to  be  exempt. 

Idaho 

Property  belonging  to  World  War  veterans  or  veterans  of  the 
Spanish-American  war  or  the  Philippine  Insurrection  has  been 
added  to  the  list  of  exemptions. 

Deposits  of  corporations  in  national  banks,  state  banks  and  trust 
companies  are  exempted  from  the  personal  property  tax. 

Property  used  for  generating  and  delivering  electric  power  and 
pumping  water  for  irrigating  or  drainage  purposes  is  exempt.  This 
exemption  is  accrued  to  the  benefit  of  the  consumer  except  where 
the  water  is  sold  or  rented  to  irrigate  lands. 

Indiana 

State  bridges  wholly  within  the  state  or  across  a  boundary  stream 
are  exempt  from  taxation  as  is  also  the  real  estate  and  personal 
property  appurtenant  thereto. 

Maine 

Formerly  veterans  of  the  Civil  and  Spanish-American  wars  liad 
to  be  62  years  old  before  they  were  exempted  from  the  poll  tax; 
now  there  is  no  age  limit.  Estates  up  to  $5,000  of  veterans  who 
have  reached  the  age  of  62  years  are  exempt  from  taxation ;  for- 
merly the  age  limit  was  70  years. 

The  amendment  exempting  household  furniture  is  increased  from 
$200  to  $500. 

New  lerscy 

All  bonds  and  other  evidence  of  indebtedness  issued  by  the  South 
Jersey  Port  Commission  are  exempt  from  taxation. 

Nezu  Yark 

Agricultural  cooperative  corporations  are  exempt  from  taxation. 
Public  playgrounds  are  exempt  from  the  real  property  tax. 

NortJi  Dakota 

Real  and  personal  property  of  any  corporation  organized  for  the 
purpose  of  promoting  athletic  educational  needs  and  uses  at  any 
state  educational  institution  and  not  organized  for  profit  is  exempt 
from  taxation. 

Vennont 

Dwelling  houses  erected  after  January  1.  1922  and  before  April 
1,  1929  may  be  exempt  for  not  more  than  $5,000  for  a  period  to  be 
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determined  by  the  vote  of  the  town.     DwelHng  houses  erected  after 
April  1,  1929  shall  not  be  exempt  from  state  taxes. 

Airports  are  exempt  from  taxation  for  a  period  of  five  years. 

Washington 

There  has  been  added  to  the  list  of  exemptions  the  property  of 
all  organizations  and  societies  of  veterans  of  any  war  of  the  United 
States. 

PViscousin 

Under  a  new  law  all  real  property  not  exceeding  320  acres,  for- 
merly 160  acres,  of  any  religious  corporation  which  is  used  for  a 
home  for  the  feeble-minded  is  to  be  exempt. 

Property  owned  and  used  exclusively  for  social  and  educational 
purposes  and  for  meetings  by  any  organization  whose  members  con- 
sist wholly  of  farmers  is  to  be  exempt. 

All  vessels,  boats,  etc.  of  non-residents  laid  up  for  repairs  in  Wis- 
consin ports  are  exempt  from  taxation. 

Personal  property  owned  by  incorporated  historical  societies  has 
been  added  to  the  list  of  personal  property  exempted.  The  personal 
property  of  university,  college  and  high-school  fraternities  and 
sororities  is  not  included  in  the  exempted  personal  property  of  fra- 
ternal organizations. 

Forest  T.\x.\rioN 

Connecticut 

Up  until  1929  Connecticut  had  three  different  methods  for  en- 
couraging reforestation.  Xow  it  has  a  fourth  plan.  The  new  plan 
is :  Any  parcel  of  land  having  tree-growth  thereon  may  be  classified 
by  the  owner.  When  so  classified,  it  shall  be  placed  into  the  assess- 
ment lists  at  the  same  valuation  as  the  year  preceding,  until  such 
time  as  the  town  has  a  general  revaluation.  At  the  time  of  general 
revalution.  no  assessment  can  be  placed  upon  the  trees  upon  the  land. 
The  land  itself  may  be  revalued  in  the  same  manner  as  any  other 
similar  land.  If  the  owner  of  such  land  feels  that  it  is  being  over- 
assessed,  he  may  appeal  to  the  tax  commissioner,  who,  after  inspec- 
tion and  hearing  conducted  by  himself  or  by  an  assessor  of  the 
county  in  which  the  land  is  situated,  shall  determine  the  valuation 
which  shall  be  used,  subject  to  revision  by  the  Superior  Court.  In 
all  cases  the  land  shall  be  subject  to  the  ordinary  annual  tax  rate. 
Ordinarily,  since  a  town  revalues  its  property  once  every  ten  years, 
the  valuation  on  such  classified  land  having  tree-growth  thereon  will 
be  subject  to  taxation  at  the  local  rate  upon  a  fixed  valuation  for 
ten  years.  It  is  hoped  that  this  legislation,  while  protecting  the 
municipality,  will  be  sufficiently  attractive  to  really  encourage  the 
owners  of  woodlands. 
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Idaho 

The  existing  forestry  law  has  been  repealed.  The  old  law  ex- 
empted a  forest  tract  from  taxation  for  a  period  of  ten  years.  A 
new  law  has  been  passed  creating  reforestation  districts.  The 
former  forest  protective  districts  constitute  a  reforestation  district. 
The  owner  may,  for  the  purpose  of  taxation,  have  his  land  within 
such  district  classified  as  reforestation  lands.  All  lands  thus  desig- 
nated shall  be  assessed  at  $1  per  acre.  Buildings  and  improvements 
on  such  lands  shall  be  assessed  separately  at  their  true  value.  When 
the  owner  wishes  to  cut  timber  on  these  lands  he  must  notify  and 
obtain  permission  from  the  state  cooperative  board  of  forestry  and 
give  bond  until  the  yield  tax  is  paid.  Yield  tax  is  12)^%  of  the 
market  value  for  forest  materials  cut.  This  tax  is  paid  to  the  county 
treasurer  in  the  county  in  which  the  lands  are  situated.  In  case  of 
argument  with  the  county  over  the  amount  of  tax,  the  owner  has  the 
right  of  appeal  to  the  state  cooperative  board  of  forestry.  All  yield 
taxes  shall  be  placed  in  the  general  fund  of  the  county.  This  yield 
tax  is  in  lieu  of  all  taxes,  general  or  local,  on  forest  products  of 
reforestation  lands. 

Oregon 

Oregon  provides  a  fiat  tax  of  5c.  an  acre  and  a  yield  tax  of 
123/2%  for  classified  reforestation  lands  in  lieu  of  a  general  prop- 
erty tax.  Hitherto  forest  land  was  taxed  in  the  general  property 
tax,  the  one  exception  being  that  classified  land  was  not  to  be 
valued  at  more  than  $1  an  acre.  Under  the  new  law  all  land  not 
classified  as  reforestation  shall  be  assessed  and  taxed  under  the 
former  ad  valorem  property  tax  law  of  the  state.  All  forest  taxes 
shall  be  collected  by  the  local  officers  and  deposited  in  the  counties 
and  the  moneys  shall  be  reapportioned  by  the  county  collectors  to 
the  various  taxing  districts  in  which  the  forest  lands  are  situated. 
This  is  the  first  time  Oregon  has  passed  a  law  for  the  encourage- 
ment of  reforestation. 

Washington 

Severed  timber  assessed  as  real  property  may  be  treated  as  per- 
sonal property  after  it  is  severed. 

Gasoline  Tax 

California 

Under  the  old  law  half  of  the  money  received  from  the  gasoline 
tax,  after  the  refunds  have  been  paid,  was  given  to  the  counties. 
A  1929  law  disposes  of  this  county  money.  Each  county  is  first  paid 
$5,000  each  quarter  of  a  year  for  the  first  3,500  automobile  registra- 
tions or  fraction  of  3,500,  if  the  county  has  less  than  that  number. 
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The  balance  remaining  is  apportioned  to  those  counties  having  a 
registration  greater  than  3,500  in  the  proportion  that  the  registra- 
tion greater  than  3,500  in  each  of  such  counties  bears  to  the  total 
number  of  registrations  above  3,500  in  all  of  such  counties. 

The  collection  of  penalties  on  gasoline  taxes  is  to  be  made  by  the 
state  controller.  Formerly  the  controller  collected  only  the  penal- 
ties arising  from  failure  to  file  reports.  Other  penalties  were  col- 
lected by  the  state  board  of  equalization. 

Colorado 

The  gasoline  tax  rate  has  been  raised  from  3c.  per  gallon  to  4c. 
Accompanying  this  increase  in  the  tax  rate  is  the  repeal  of  the  pres- 
ent >4-mill  road  tax  on  general  property.  The  distribution  of  the 
gasoline  tax  is  somewhat  changed.  Seventy  per  cent  of  the  receipts 
go  to  the  state  highway  fund ;  277c  to  the  counties  in  proportion  to 
the  number  of  miles  of  highway  designated  as  state  highways,  and 
the  remaining  3%  to  a  special  fund  to  be  expended  for  the  construc- 
tion and  maintenance  of  state  roads  and  highways  to  be  designated 
in  towns  and  cities  in  proportion  to  the  number  of  motor  vehicle 
licenses  issued  in  each  county.  The  former  distribution  was  70% 
to  the  state  highway  fund  and  30%  to  the  counties. 

The  1929  law  requires  that  the  dealer  be  bonded  for  $3,000,  also 
licensed.  The  law  allows  27c  of  gallonage  to  cover  leakage  and 
evaporation.  Reports  showing  the  amount  of  motor  fuel  received 
and  how  distributed  are  to  be  filed  before  the  twenty-fifth  of  the 
following  month. 

Connecticut 

Formerly  the  motor  vehicle  commissioner  enforced  the  payment 
of  the  gasoline  tax.  A  1929  law  provides  that  the  treasurer  enforce 
this  payment. 

Florida 

The  gasoline-tax  rate  has  been  increased  from  5c.  to  6c.  The 
additional  tax  of  Ic.  is  to  be  given  to  the  state  road  fund.  One-sixth 
of  the  tax  goes  to  education. 

Georgia 

The  gasoline  tax  rate  is  increased  from  4c.  to  6c. — l^c.  being  appro- 
priated to  the  Highway  Department  for  maintenance  and  construc- 
tion of  state  highways;  Ic.  to  counties  for  road-building  purposes; 
and  Ic.  to  the  state  common  school  equalization  fund. 

Idaho 

The  money  collected  from  the  tax  on  gasoline  used  in  airplanes 
is  to  be  placed  in  the  state  aeronautics  fund  rather  than  the  state 
highway  fund.    Formerly  gasoline  used  in  airplanes  was  exempt. 
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Illinois 

In  1928  a  former  gasoline  tax  was  held  unconstitutional.  A  new- 
law  was  passed  this  year  effective  August  1.  1929.  The  rate  of  tax 
is  3c.  The  law  exempts  from  taxation  all  fuel  used  for  agricul- 
tural or  commercial  purposes  other  than  that  used  in  motor  vehicles. 
Two-thirds  of  the  receipts  go  to  the  state  for  the  completion  of  the 
state  road  program  and  one-third  to  the  counties  in  proportion  to 
the  motor  license  fees  paid  by  each,  and  is  to  be  used  for  the  con- 
struction of  state-aid  roads  and  for  retiring  county  state-aid  road 
bonds.  $150,000  was  appropriated  for  the  administration  of  the  act. 
Not  more  than  2%  of  the  fund  is  to  be  retained  by  distributors  to 
pay  for  the  collection. 

Indiana 

The  rate  has  been  changed  from  3c.  per  gallon  to  4c.  per  gallon. 
Under  the  former  law  two-thirds  of  the  tax  went  to  the  state 
highway  fund  and  the  remaining  one-third  to  the  general  fund  of 
the  state  to  be  known  as  the  Counties,  Cities  and  Towns  Gasoline 
Fund.  A  1929  law  gives  three-fourths  to  the  state  highway  fund 
and  one-fourth  to  the  general  fund  of  the  state.  The  time  for  pay- 
ment and  reporting  has  been  changed  from  the  15th  of  the  month 
to  the  25th.  Formerly  no  allowance  w^as  made  for  leakage.  Under 
the  new  law  the  tax  is  paid  on  the  gross  amount  of  gasoline  held  by 
the  distributors  minus  a  tax  of  3%  covering  evaporation.  Under  a 
1929  law  all  distributors  must  be  bonded  for  $10,000  and  must  pay 
a  license  fee  of  $1  per  year. 

Kansas 

The  rate  has  been  increased  from  2c.  to  3c.  per  gallon.  This  is 
effective  until  July  1,  1931,  when  the  rate  shall  again  be  reduced  to 
2c.  per  gallon.  Penalty  for  the  non-payment  of  the  gasoline  tax  due 
is  now  10%  of  the  amount  of  the  tax  due. 

Maine 

Due  to  the  fact  that  the  referendum  increasing  the  gasoline  tax 
from  4c.  to  5c.  was  not  carried,  the  following  changes  are  made  in 
the  distribution  of  the  present  tax:  50%  to  the  maintenance  of  state 
and  state-aid  highways  —  formerly  18^%;  12^^%  to  be  added  to 
the  balance  of  the  fund  for  the  construction  of  third-class  high- 
ways— the  same  as  the  old  law;  and  37^/2%  to  be  added  to  the  fund 
for  the  construction  of  state-aid  highways — 25%  under  the  old  law. 

The  gasoline  tax  law  of  Maine  has  been  amended  so  that  the  cost 
of  administration  is  being  appropriated  from  the  money  collected 
from  the  tax  and  not  from  the  general   fund. 
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Michigan 

The  operation  of  the  gasoline  tax  extends  to  gasoHne  used  by 
airplanes.  The  money  is  to  go  for  the  building  of  state,  county  and 
municipal  airports  and  landing  fields  with  a  limit  of  $15,000  to  be 
expended  in  any  one  county. 

The  gasoline  tax  law  was  amended  to  make  its  terms  specifically 
apply  to  manufacturers  as  well  as  distributors. 

Minnesota 

The  rate  has  been  increased  from  2c.  to  3c.  per  gallon.  The 
money  goes  into  the  State  Road  and  Bridge  Fund,  formerly  the 
Trunk  Highway  Fund.  Not  less  than  -y^  of  1%  nor  more  than  3% 
of  the  money  accruing  to  the  state  road  and  bridge  fund  from  such 
tax  is  to  be  apportioned  to  any  one  county  in  any  one  year. 

Missouri 

The  rate  cannot  be  changed  from  2c.  for  a  period  of  ten  years. 
The  penalties  have  been  changed.  If  the  tax  is  not  paid  on  time 
the  penalty  is  5%  of  the  tax  per  month  cumulative  until  25%  is 
reached.  It  is  then  given  to  the  Attorney-General  to  collect  plus 
interest  at  127o. 

Moutojia 

The  administration  of  the  gasoline  tax  law  was  formerly  under 
the  state  treasurer,  now  it  is  administered  by  the  state  board  of 
equalization.  From  April  1,  1929  until  March  31,  1933  the  gaso- 
line tax  rate  is  to  be  5c.  per  gallon.  It  is  then  to  return  to  3c.  per 
gallon,  as  it  was  formerly.  Two  per  cent  of  the  amount  of  the  tax 
is  to  be  deducted  by  the  distributor  as  allowance  for  evaporation 
and  other  losses.  This  tax  and  the  penalty  is  a  lien  upon  all  the 
property  of  the  dealer. 

Nebraska 

The  gasoline  tax  has  been  increased  from  2c.  a  gallon  to  4c.  a 
gallon.  Formerly  it  was  administered  by  the  Department  of  Agri- 
culture.    It  has  now  been  turned  over  to  the  State  Treasurer. 

The  shrinkage  allowable  has  been  increased  from  2%  to  3%. 

Formerly  the  gasoline  tax  money  went  directly  into  the  highway 
fund  to  be  used  for  the  construction  and  maintenance  of  federal-aid 
state  and  county  highways.  A  1929  law  makes  different  provisions 
as  to  the  fund.  They  are  as  follows :  First  the  cost  of  administra- 
tion is  deducted,  then  one-fourth  of  the  balance  goes  to  the  counties 
on  the  basis  of  motor  vehicle  registration.  This  is  to  be  used  for  the 
county-road  fund  exclusively.  In  counties  having  a  population  of 
150,000  or  more  it  shall  be  used  to  pay  the  highway  construction 
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bonds.  The  remaining  three-fourths  goes  to  the  state  treasurer, 
one-sixth  of  which  shall  go  to  the  department  for  the  construction 
and  improvement  of  state  and  federal  highways,  one-sixth  shall  be 
used  in  conjunction  with  federal-aid  money  for  paving  such  high- 
ways and  the  remaining  amount  shall  be  used  for  the  construction, 
improvement  and  maintenance  of  the  state  and  federal  highway 
system. 

New  York 

A  gasoline  tax  law  became  effective  ^lay  2.  1929.  The  rate  is  2c. 
per  gallon  on  motor  fuel  used  in  propelling  motor  vehicles  upon  the 
state  highway.  Refunds  are  granted  for  gasoline  used  for  any  other 
purpose.  The  tax  is  upon  the  distributors  and  they  are  allowed  1% 
of  the  amount  received  to  compensate  them  for  cost  of  collection. 
The  tax  is  payable  any  time  within  the  following  month  after  sold. 
Seventy-five  per  cent  of  the  money  collected  goes  to  the  state  high- 
way fund  to  be  used  on  the  highways,  20%  of  the  remainder  to  the 
City  of  New  York,  and  807^  to  the  counties  apportioned  on  the  basis 
of  the  number  of  miles  of  improved  highways.  Fifty  thousand  dol- 
lars was  appropriated  for  administration. 

Xorth  Carolina 

The  rate  has  been  increased  from  4c.  to  5c.  per  gallon.  The  addi- 
tional cent  revenue  is  to  form  a  "  County  .\id  Road  Fund."  The 
money  is  to  be  distributed  among  the  counties  on  the  basis  of  area 
and  population.  It  is  to  be  used  in  reducing  the  levy  of  the  ad 
valorem  tax  for  road  purposes.  In  the  future  it  will  be  unlawful 
in  Xorth  Carolina  for  any  municipality  to  levy  a  gasoline  tax. 

North  Dakota 

The  gasoline  tax  has  been  increased  from  2c.  to  3c.  per  gallon. 
Two-thirds  of  the  money  goes  to  the  state  highway  commission  for 
state  roads  and  one-third  to  the  county  highway-aid  fund.  Under 
the  former  law  the  whole  amount  went  to  the  state  fund. 

Ohio 

The  gasoline  tax  has  been  increased  from  3c.  to  4c.  a  gallon. 
The  additional  Ic.  is  distributed  for  construction  purposes  as  fol- 
lows :  60%  to  the  state  highway  system ;  20%  to  the  townships  for 
secondary  road  system;  10%  to  the  counties  and  10%  to  the  cities 
prorated  according  to  the  automobile  registration.  Ohio  this  year 
requires  a  bond  from  sellers  of  gasoline. 

Oklahoma 

The  rate  of  tax  has  been  increased  from  3c.  to  4c.  per  gallon. 
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Oregon 

The  gasoline  tax  rate  has  been  increased  from  3c.  to  4c.  a  gallon, 
effective  January  1,  1930. 

Under  the  old  law  the  dealers  were  taxed  for  the  sale  and  dis- 
tribution of  motor  fuel.  Under  the  new  law  they  are  taxed  on  the 
sale,  use  and  distribution  of  motor  fuel. 

Pennsyh'ania 

The  gasoline  tax  has  been  increased  from  3c.  per  gallon  to  4c. 

The  dealer  is  allowed  a  commission  of  1%  on  the  first  $2,000  and 
yz  oi  \%  on  all  in  excess  for  collecting.  The  dealers  are  to  be 
bonded  for  not  less  than  $500.  Formerly  in  Peimsylvania  the  col- 
lection was  quarterly,  now  it  is  monthly. 

A  certain  amount  of  the  gasoline  tax  money  is  appropriated  to 
the  aeronautical  fund. 

South  Carolina 

The  rate  has  been  increased  from  5c.  to  6c.  per  gallon.  Five 
cents  per  gallon  will  be  used  by  the  State  Highway  Department  in 
the  construction  and  maintenance  of  a  state  system  of  roads.  One 
cent  is  allotted  to  the  counties  and  will  be  used  for  the  construction 
and  maintenance  of  roads  not  in  the  state  highway  system.  Such 
distribution  shall  be  made  on  the  basis  of  the  amount  of  license  fees 
collected  in  counties  from  automobiles  and  trucks. 

Formerly  the  only  refunds  granted  were  for  gasoline  sold  to  non- 
resident yacht  owners.    This  law  was  not  re-enacted  this  year. 

Under  the  1929  law  dealers  must  be  bonded  and  must  also  have  a 
license. 

Tennessee 

The  gasoline  tax  rate  is  increased  from  2c.  per  gallon  to  5c. 
The  1929  law  requires  the  dealer  to  be  bonded. 

A  penalty  of  1%  per  day  for  not  exceeding  10  days  is  levied  if 
the  tax  is  not  paid  on  or  before  the  20th  of  every  month  plus  in- 
terest. Formerly  no  penalty  for  failure  to  pay  was  imposed,  only 
penalty  for  failure  to  report.  The  penalty  for  refusing  to  make  a 
statement  or  to  pay  the  taxes  due  has  been  changed  from  6%  per 
annum  on  tax  due  and  penalty  not  exceeding  50%  of  tax,  to  1%  of 
amount  due  per  day  for  not  exceeding  ten  days.  After  expiration 
of  ten  days  interest  accrues. 

Texas 

The  gasoline  tax  rate  is  increased  from  3c.  to  4c.  per  gallon.  A 
bond  ranging  from  $1,000  to  $100,000  is  required  of  all  distributors, 
also  a  permit  to  sell  gasoline. 
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Verniotit 
The  gasoline  tax  rate  has  been  increased  from  3c.  per  gallon  to  4c. 
Washington 

The  rate  of  tax  has  been  increased  from  2  cents  to  3  cents  per 
gallon.  One-half  of  this  increase  is  divided  equally  among  the 
counties,  one-fourth  to  the  counties  in  proportion  to  the  number  of 
motor  vehicles  and  one-fourth  in  proportion  to  the  number  of  farms. 
One-third  of  the  money  received  by  a  first-class  county  is  to  be 
apportioned  to  the  first-class  cities  of  the  county  in  proportion  to 
their  assessed  valuation.  This  is  to  be  spent  for  arterial  streets. 
The  rest  of  the  county  money  is  to  be  spent  on  lateral  highways, 
with  the  approval  of  the  state. 

Wyoming 

The  rate  of  tax  has  been  increased  from  3c.  to  4c.  a  gallon.  For- 
merly the  money  went  to  the  state  highway  fund  to  be  apportioned 
among  the  counties.  Under  the  1929  law,  75%  goes  to  the  state 
fund  and  25%  to  the  county  road  fund.  The  757c  is  to  be  distributed 
among  the  counties  as  follows:  30%  in  proportion  to  area,  30% 
population  and  40%  assessed  valuation. 

General  Property  Tax 

Illinois 

Sixteen  acts  were  passed  by  the  1929  legislature  amending  the 
general  property  tax.  Four  acts  deal  directly  with  the  property  tax, 
four  with  assessments,  four  with  rates  and  extension  of  taxes,  and 
seven  with  collections  and  delinquencies,  and  one  is  the  state  levy 
of  $10,000,000  for  the  school  fund  and  $18,000,000  for  the  Revenue 
Fund.  A  good  portion  of  this  legislation  was  necessitated  by  the 
reassessment  under  way  in  Cook  County. 

North  Carolina 

A  1929  law  provides  that:  No  horizontal  changes  in  valuation  be 
made  by  any  county  without  an  examination  and  inspection  of  each 
piece  of  property;  that  the  day  for  listing  and  assessing  property 
and  for  making  out  tax  books  be  so  changed  as  to  allow  the  tax- 
collector  to  receive  the  tax  books  on  the  day  provided  by  law ;  that 
the  discount  for  early  payment,  and  the  penalty  for  late  payment, 
of  taxes  be  reincorporated  in  the  law;  that  an  extension  of  time 
be  allowed  the  County  Board  of  Equalization  to  complete  its  work 
of  equalizing  property  among  the  several  townships;  that  an  ex- 
tension be  allowed  to  taxpayers  to  appeal  to  the  State  Board  of 
Assessment  from  the  County  Board  of  Equalization;  that  permis- 
sion be  given  to  list  property  taxes  by  mail ;  and  that  the  County 
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Government  Advisory  Commission  be  authorized  to  provide  for 
better  standardization  of  the  commercial  auditing  of  county  finan- 
cial transactions. 

Pennsylvania 

The  tax  on  tangible  personal  property  was  discontinued  with  the 
repeal  of  the  tax  on  traction  engines. 

Highways 

Arkafisas 

A  highway  commission  is  created  in  each  county.  Free  labor  is 
abolished  on  roads  and  a  per-capita  tax  is  levied  in  its  place. 

Illinois 

The  maximum  county  highway  tax  was  formerly  123^c.  per  $100. 
A  1929  law  increased  this  to  20c.  for  a  period  of  one  year  or  to  15c. 
for  a  period  of  three  years.  The  additional  tax  is  to  be  used  for 
construction  of  buildings  for  housing  machinery,  etc. 

Michigan 

Any  county  board  of  supervisors  may  by  a  majority  vote  con- 
struct any  part  or  parts  of  roads  not  to  exceed  four  miles  in  length 
for  the  purpose  of  closing  gaps  or  of  closing  gaps  between  county 
and  state  roads.  The  cost  shall  be  divided  607c  upon  the  county, 
107o  upon  benefited  property  and  307c  upon  the  township  or  town- 
ships. 

Income  Tax 

Arkansas 

A  net  income  tax  law  was  adopted  effective  August  1,  1929,  pay- 
able bv  all  residents  and  non-residents.  The  rate  of  the  tax  is  1% 
for  the  first  $3,000;  2%,  $3,000  to  $6,000;  37c,  $6,000  to  $11,000; 
4%,  $11,000  to  $25,000,  and  57c,  all  in  excess  of  $25,000.  The  tax 
on  corporations  is  2%  of  the  entire  net  income  of  every  domestic 
corporation  and  2%  of  a  portion  of  the  entire  net  income  of  foreign 
corporations.  This  proportion  is  to  be  decided  later.  Non-resident's 
tax  is  on  all  income  earned  in  the  state.  Railroads  and  public 
utilities  are  subject  to  the  corporations  income  tax.  It  is  applicable 
also  to  resident  fiduciaries.  Certain  fraternal,  farmer,  civic,  labor, 
religious  and  educational  corporations  are  exempt  from  the  corpora- 
tion tax.  The  personal  deductions  are  ordinary  expenses  of  busi- 
ness, interest  on  indebtedness,  federal  taxes  except  the  estate  tax 
and  income  tax,  losses,  depreciation,  and  obsolescence  of  mines  and 
oil  and  gas  wells,  etc.  Personal  exemptions  are  $1500  for  single 
people,  $2500  for  married,  $400  for  each  dependent.  In  the  case 
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of  fiduciaries  both  the  personal  and  the  corporation  exemption  is 
$1500.  The  commissioner  of  revenue  administers  the  law.  The 
money  is  distributed  as  follows :  the  first  $500,000  annually  goes  to 
the  charitable  fund,  and  the  remainder  to  a  special  fund  to  be  used 
solely  to  reduce  the  state  tax  on  property.  The  constitutionality  of 
this  income  tax  law  was  upheld  bv  the  Supreme  Court  of  Arkansas 
July  1,  1929. 

Delaware 

A  new  income  tax  act  superseding  all  previous  acts  was  enacted 
this  year.  A  $200  exemption  is  allowed  for  each  dependent.  A 
separated  husband  or  wife  who  is  the  head  of  a  family  is  allowed 
an  exemption  of  $2,000,  while  if  they  are  not  the  head  the  allowance 
is  $1,000.  In  the  case  of  refunds,  y^  oi  1%  interest  is  allowed. 
Formerly  taxes  became  delinquent  sixty  days  after  notification ;  now 
it  is  thirty  days.  However,  the  penalties  have  been  decreased  from 
1%  per  month  to  Yi  of  1%. 

Georgia 

A  statutory  income  tax  was  passed.  The  rates  are  one-third  of 
the  Federal  rates.  Georgia  does  not  permit  classification,  so  prob- 
ably this  tax  has  a  constitutional  battle  ahead.  However  a  constitu- 
tional amendment  allowing  for  a  tax  on  incomes  not  to  exceed  5% 
will  come  before  the  people  for  ratification  in  November,  1930. 

A  gross  income  tax  on  business  was  also  passed  this  year.  The 
rates  are  2  mills  on  retail  merchants.  1  mill  on  wholesalers,  3  mills 
on  public  utilities,  railroads  and  amusements,  3^  mill  on  manufac- 
turers and  2  mills  on  all  other  classes  of  business.  A  uniform  ex- 
emption of  $30,000  is  allowed  upon  every  class.  After  January  1. 
1931,  the  gross  income  tax  can  be  set  off  against  the  net  income  tax 
and  only  the  larger  sum  collected. 

Massachusetts 

Under  a  1929  law,  if  a  person  is  a  resident  of  Massachusetts  dur- 
ing a  portion  of  a  year  and  is  not  a  resident  at  January  when  the 
tax  is  to  be  paid  upon  the  previous  year's  income  he  must  pay  that 
portion  of  a  year  when  he  was  domiciled  in  Massachusetts.  For 
instance,  if  a  person  was  a  resident  in  Massachusetts  from  January, 
1928  until  October,  1928  and  then  moved  out  of  the  state,  he  must 
pay  his  income  tax  from  January  until  October.  H  he  moved  into 
the  state  in  October  and  resided  until  January  he  must  pay  an  in- 
come tax  covering  the  period. 

Missauri 

Inheritance  taxes  and  all  income  taxes  except  federal  income  tax 
are  deductible  from  Missouri  income  tax.     This  means  that  income 
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on  which  tax  is  paid  in  another  state  is  deductible  if  such  income 
i.>  included  in  the  taxpayer's  return  but  a  deduction  is  not  allowed 
where  the  net  income  applicable  to  Missouri  is  determined  upon  a 
base  from  which  the  income  applicable  to  a  foreign  state  has  already 
been  deducted. 

New  York 

The  exemptions  were  raised  to  $2500  for  single  and  $4000  for 
married  persons  and  heads  of  families. 

From  January  1,  1929  interest  from  bonds  of  the  land  banks  of 
the  state  of  New  York  is  exempt  and  not  to  be  included  in  gross 
income. 

Deductions  allowed  for  business  expense  were  extended  to  include 
those  incurred  "  in  the  production  of  income  required  to  be  in- 
cluded in  gross  income.''  The  allowance  for  wear  and  tear  on 
property  is  limited  to  property  the  income  of  which  is  required  to 
be  included  in  gross  income.  This  amendment  w-as  retroactive  to 
January  1,  1927. 

North  Dakota 

Under  the  former  income  tax  law  in  North  Dakota,  non-residents 
were  not  subject  to  an  income  tax.  A  1929  law  taxes  the  income 
of  non-residents  starting  with  the  calendar  year  of  1928  and  at  the 
same  rate  as  is  taxed  the  net  income  of  residents.  By  income  the 
law  means  the  net  income  of  non-residents  earned  within  the  state. 

The  time  for  appeal  in  income  tax  cases  has  been  increased  from 
two  years  to  three  years. 

Oregon 

Oregon  has  passed  at  least  three  income  tax  laws  but  they  have 
all  been  lost  by  referendum.  This  year  Oregon  has  passed  another 
income  tax  law  and  there  will  be  a  referendum  on  this  law  Novem- 
ber, 1930.  The  tax  is  upon  every  individual  in  the  state,  resident 
or  non-resident,  and  upon  all  net  income  from  any  source  within 
the  state  with  an  exemption  of  $1500  to  single  people,  $2500  to 
married  and  $400  for  each  dependent.  The  rate  of  tax  is  1%  on 
the  first  $1000  of  taxable  income.  27c  from  $1000  to  $2000.  3%  from 
$2000  to  $3000,  4%  from  $3000  to  $4000,  and  5%  for  all  over  $4000. 
The  income  from  intangibles  is  exempt,  as  it  is  taxed  under  a 
special  tax  on  intangibles.  The  revenue  from  the  income  tax  is 
to  go  toward  the  reduction  of  the  state  property  tax.  The  tax  is  to 
be  administered  by  the  state  tax  commission. 

South  Carolina 

The  South  Carolina  Tax  Commission  has  been  given  authority 
by  a  1929  law-  to  refund  interest  on  over-paid  taxes. 
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Tennessee 
Tennessee  levied  an  income  tax  on  intangibles. 

IXSURAXCE    CORPORATIOXS 

Montana 

All  propert}-  of  insurance  companies  other  than  the  legal  reserve 
required  by  law  shall  be  assessed  and  taxed  as  other  property  of 
like  character.  This  includes  credits  of  indebtedness  secured  by 
mortgages.  This  is  classified  in  class  4  and  taxed  at  30%  of  full 
cash  value. 

Rhode  Ishuid 

Marine  insurance  companies  have  been  removed  from  the  pro- 
visions of  the  general  insurance  law  and  in  lieu  of  taxes  on  the 
gross  premiums  and  the  premium  deposits  and  assessments  on  such 
insurance  companies  as  are  now  imposed  by  the  existing  law,  there 
is  levied  a  tax  of  5%  on  that  proportion  of  the  total  average  annual 
underwriting  property  of  a  marine  insurance  company  from  such 
insurance  written  in  the  United  States  which  the  gross  premium  of 
such  insurance  companies  from  such  insurance  written  within  this 
state  bears  to  the  gross  premium  of  such  insurance  companies  from 
such  insurance  written  in  the  United  States. 

IXTAXGIBLES,    MoXEY    AXD    CrEDIT 

California 

A  1929  law  provides  for  a  2-mill  tax  on  intangibles  and  1  mill 
on  solvent  credits.  This  was  made  possible  by  a  constitutional 
amendment  adopted  in  1929  and  replaces  the  law  held  unconstitu- 
tional this  year. 

MaryhDid 

Intangible  personal  property  of  associations  and  joint  stock  com- 
panies are  subject  to  the  regular  rate  of  taxation  for  state  property 
but  in  no  event  more  than  15c.  on  each  SI 00  of  valuation,  and  for 
local  purposes  no  more  than  30c.  on  each  $100  of  valuation.  This 
limiting  of  the  rate  is  new.  A  1929  law  also  eliminates  the  omnibus 
clause  as  applied  to  intangible  personal  property.  New  provision 
is  made  for  the  taxation  of  temporary  investments  in  tax-exempt 
property. 

Michigan 

The  mortgage-tax  law  is  amended  to  insure  that  the  amount  of 
tax  collected  shall  be  limited  by  the  actual  amount  of  indebtedness 
outstanding  rather  than  the  total  amount  of  indebtedness  which  may 
be  secured  under  the  terms  of  the  mortgage. 
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Mofitana 

A  1929  law  defines  moneys  and  credits  and  moneyed  capital  for 
the  purpose  of  taxation.  Moneys  and  credits  are  still  kept  in  class  5, 
assessed  at  full  value  and  taxed  at  7%  of  full  value.  Moneyed 
capital  and  shares  of  banks,  both  national  and  state,  are  put  in 
class  4  and  taxed  at  30%  of  full  value.  The  latter  were  formerly 
in  class  6  and  taxed  at  40%  of  full  value.  There  are  seven  classes 
of  property  in  Montana. 

Xcbraska 

The  intangibles  in  Nebraska  are  divided  into  two  classes.  Class  A 
consists  of  money,  legal  tender  notes  and  other  legal  tender,  savings 
accounts,  bank  deposits,  checks  and  drafts.  This  is  assessed  at  2^/2 
mills  on  a  dollar  of  the  actual  value.  Class  B  includes  all  other 
kind  of  intangible  property  not  included  in  Class  A.  Formerly 
class  B  was  assessed  at  the  rate  of  5  mills  on  the  dollar.  That  has 
been  increased  to  8  mills.  These  taxes  are  in  lieu  of  all  other  taxes 
on  intangible  property.  The  listing  of  tangible  and  intangible  prop- 
erty is  separate.  Husbands  and  wives  may  include  their  intangible 
property  in  the  same  list. 

Orcgoji 

Oregon  levied  a  tax  of  5%  upon  all  income  other  than  stock 
dividends  derived  from  money  and  credits.  An  exemption  of  $200 
is  allowed.  The  receipts  from  this  tax  shall  go  toward  the  reduc- 
tion of  the  state  property  tax.  The  tax  is  upon  every  resident  tax- 
payer. The  tax  is  to  be  administered  by  the  tax  commission. 
Revenue  to  go  toward  reduction  of  state  property  tax. 

Pcnnsylz'a)iia 

Two  amendments  to  the  4-mill  county  tax  on  intangibles  were 
passed.  The  first  of  these  exempts  property  of  non-residents  held 
in  trust  in  Pennsylvania  and  the  other  exempts  loans  of  stock  and 
securities  held  by  bankers  and  brokers  for  trading  purposes  and 
accounts  and  debit  balances  owing  for  customers  in  the  usual  course 
of  business. 

Tennessee 

An  income  tax  is  levied  on  the  income  derived  from  stocks  and 
bonds  that  are  not  taxed  ad  valorem.  The  rate  is  5%.  The  ex- 
emption is  the  income  derived  from  $1,000  worth  of  stock  or  bonds. 
Tax-exempt  securities  are  exempt  and  also  stock  dividends.  How- 
ever, cumulative  profit  is  not  considered  capital.  This  money  goes 
into  the  general  fund  of  the  state. 


54  NATIONAL  TAX  ASSOCIATION 

Vennont 

A  person  who  is  required  to  file  an  inventory  of  intangible  prop- 
erty may  file  such  inventory  with  the  commissioner  of  taxes.  It  is 
the  duty  of  the  commissioner  to  appraise  this  property,  other  than 
the  stocks  of  a  bank,  located  in  the  state  and  to  certify  the  total 
value  to  the  listers  of  the  town  in  which  the  said  taxpayer  resides. 

Malt  Extracts  Tax 

Arkansas 

A  tax  of  10%  is  levied  on  all  malt  and  malt  extracts.  This  money 
is  to  be  used  in  reducing  the  general  property  tax. 

Michigan 

A  tax  is  imposed  upon  the  sale  or  exchange  of  malt  syrup  or 
malt  extract  or  wort.  The  tax  upon  wort  is  25c.  per  gallon  and 
upon  malt  syrup  or  malt  extract  5c.  per  pound. 

South  Dakota 

A  tax  of  10%  of  the  retail  selling  price  is  levied  on  all  malt  ex- 
tracts, malt  syrup  and  derivatives  or  combinations  thereof.  More- 
over, all  persons  engaged  in  selling  these  extracts  have  to  pay  a 
registration  fee  of  $1  a  year. 

Teiitiessee 

A  stamp  tax  of  5c.  per  pound  was  imposed  on  malt  extract.  If 
the  stamps  are  purchased  in  lots  of  $25,  or  more,  a  discount  of  5% 
is  allowed.     The  money  goes  into  the  general  fund  of  the  state. 

MiSCELLAXEOUS    TaXES 

Arkansas 

A  privilege  tax  of  §100  a  year  is  levied  on  fortune-tellers,  clair- 
voyants and  the  practicers  of  palmistry.  The  money  collected  from 
this  tax  goes  to  the  common  school  fund,  50%  to  the  county  where 
the  tax  was  assessed  and  50%  to  the  state  common  school  fund. 

The  dog  tax  has  been  repealed. 

A  privilege  tax  is  levied  on  soft  drinks  manufacturing  and  bot- 
tling works.  The  rate  is  based  on  the  bottling  capacity  of  the  fac- 
tory. Up  to  24  bottles  per  minute  the  tax  is  $25,  and  graduated 
from  that  on  up  to  $100  for  factories  making  more  than  75  bottles 
per  minute. 

Caiifornia 

The  boards  of  supervisors  of  the  several  counties  are  authorized 
to  levy  a  special  tax  not  to  exceed  4c.  on  $100  of  assessed  valuation 
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to  advertise,  exploit,  promote  and  aid  measures  designated  to  aid  or 
develop  the  agricultural,  horticultural,  viticultural  and  water  re- 
sources and  advantages  of  the  several  counties. 

Coiiiicclicut 

Under  former  laws  state  grants  were  based  upon  the  size  of  the 
Grand  List.  Three  acts  passed  by  the  1929  legislature  have  substi- 
tuted for  the  Grand  List  the  average  receipts  from  taxation. 

In  1921  Connecticut  passed  an  admission  tax  based  on  the  ad- 
mission tax  of  the  federal  government,  the  rate  being  one-half  that 
of  the  federal  government.  When  the  federal  government  changed 
their  law  Connecticut  had  to  find  a  new  measure.  A  1927  law  fixed 
the  seating  capacity  as  the  measure  of  the  tax.  It  was  found  very 
unfair.  A  1929  law  still  retains  the  seating  capacity  as  the  measure 
but  changed  the  schedule. 

Minnesota 

Villages  and  cities  of  the  fourth  class  may  levy  an  amount  not 
in  excess  of  $1,000  annually  to  be  used  for  advertising  the  village, 
borough  or  city. 

New  Jersey 

A  county  pension  fund  for  the  retirement  of  certain  county  em- 
ployees is  established.  In  case  that  at  any  time  there  shall  not  be 
sufficient  money  in  the  pension  fund  to  pay  such  pensions  the  county 
shall  from  time  to  time  include  in  any  tax  levy  a  sum  sufficient  to 
meet  the  requirements  of  the  pension  fund. 

North  Dakota 

A  special  tax  is  being  levied  during  the  next  seven  years  for  the 
"  state  capitol  building  fund."  The  tax  rate  is  one-twentieth  of  one 
mill  for  1930  and  one-tenth  of  one  mill  for  the  years  1930  to  1936 
respectively. 

County  commissioners  of  the  various  counties  are  given  the  right 
when  petitioned  by  20%  of  the  voters  of  said  counties  to  call  an 
election  to  vote  upon  the  question  of  levying  a  tax  to  create  a  fund 
for  the  erection  or  construction  of  public  improvements.  Sixty  per 
cent  of  the  voters  must  be  in  favor  of  it  to  carry  it. 

Special  county  tax  levied  upon  immigrants  has  been  repealed. 

South  Carolina 

The  annual  license  tax  imposed  on  chain  stores  in  1928  was  re- 
pealed in  1929,  being  held  unconstitutional  in  Atlantic  &  Pacific  Tea 
Company  et  al.  v.  South  Carolina  Tax  Commission. 
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Tennessee 


Five  cents  per  pound  is  levied  on  liquid  carbonic  gas  manufac- 
tured in  the  state  or  sold  from  broken  packages  in  the  state.  This 
tax  is  payable  monthly.  Xot  more  than  2%  is  to  be  deducted  for 
expense.     The  money  goes  in  to  the  general  fund  of  the  state. 

Utah 

A  tax  was  levied  on  oleomargarine.  The  tax  is  five  cents  per 
pound  on  oleo  which  is  not  artificially  colored  and  ten  cents  per 
pound  for  that  which  is  artificially  colored.  The  revenue  derived 
from  this  tax  goes  directly  into  the  state  general  fund.  The  law  is 
to  be  administered  by  the  state  treasurer. 

Motor  \'ehicles 
Arkansas 

Incorporated  towns  were  authorized  to  levy  a  special  local  motor 
vehicle  tax.  This  tax  cannot  be  levied  without  the  consent  of  the 
people  by  ballot. 

A  privilege  tax  of  $500  is  levied  on  the  manufacturers  of  auto- 
mobiles sold  in  Arkansas. 

Connecticut 

Connecticut  is  permitting  a  pro-rata  reduction  for  each  month  in 
the  year  for  the  registration  of  motor  vehicles.  If  a  person  regis- 
ters in  February  he  need  only  i)ay  eleven-twelfths  of  the  annual 
rate,  etc. 

An  extra  fee  of  $3  is  provided  for  motorcycles  with  a  sidecar. 

Up  to  5 1/2  tons,  the  annual  rates  for  commercial  motor  vehicles 
equipped  with  pneumatic  tires  remains  the  same.  The  new  annual 
rate  for  5>^  tons  is  $148.50,  formerly  $148.75;  6  tons.  $180;  6>< 
tons,  $217.50,  formerly  $280;  6>^  tons  plus  $217.50  plus  $75  for 
each  toil  above  6yi  tons;  the  rate  was  formerly  $280  plus  $100  for 
each  ton  or  fraction  of  a  ton  above  6y2. 

Motor  vehicle  junk-yards  have  to  be  licensed  in  Connecticut  and 
taxicab  operators  must  be  licensed  by  the  public  utilities  com- 
mission. 

Connecticut  formerly  made  a  distinction  in  the  excise  tax  between 
intrastate  commerce  and  interstate  commerce.  The  former  law  taxed 
intrastate  commerce  3%  on  the  gross  receipts  and  interstate  one 
cent  for  each  mile  traveled  within  the  state.  This  was  held  uncon- 
stitutional. Under  the  new  law  no  distinction  is  made  between 
companies  operating  common  carrier  motor  buses  intrastate  or 
interstate.  All  pay  a  tax  of  3%  on  gross  receipts  attributable  to 
Connecticut.     In  case  of  an  interstate  company  such  share  of  total 
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gross  receipts  is  attributable  to  Connecticut  as  the  number  of  miles 
operated  within  the  state  bears  to  the  total  number  of  miles  oper- 
ated. The  1927  statute  provides  that  the  state  should  refund  to  the 
towns  one  cent  for  each  bus-mile  traveled  over  the  roads.  In  some 
cases  it  was  found  that  this  refund  to  the  towns  figured  more  than 
the  amount  received  from  bus  companies.  The  attorney-general  has 
ruled  that  the  total  amount  to  be  distributed  to  the  towns  should  not 
exceed  the  amount  paid  by  each  company. 

Georgia 

The  regulation  of  buses  has  been  placed  under  the  supervision  of 
the  Public  Service  Commission.  A  tax  ranging  from  2^4  to  Y^  of 
1  cent  per  mile  traveled,  varying  according  to  the  size  of  the  bus, 
has  been  levied  on  common  carriers. 

Idaho 

A  "  motor  vehicle  fund  "  was  created.  Fifteen  thousand  dollars 
was  appropriated  from  the  state  highway  fund  for  this  fund.  An- 
nually there  is  to  be  paid  into  this  fund  3%  of  all  moneys  collected 
from  licensing  of  motor  vehicles.  The  money  in  this  motor  vehicle 
fund  is  to  be  used  by  the  commissioner  of  law  enforcement.  All 
money  remaining  in  the  motor  vehicle  fund  at  the  close  of  the  year 
1930  and  all  alternate  years  thereafter  is  to  be  credited  to  the  state 
highway  fund. 

Illinois 

Two  new  classes  have  been  created  for  the  purpose  of  fixing 
fees.  Class  C  includes  trailers  or  semi-trailers  having  a  gross 
weight  between  10,000  and  20,000  pounds,  including  load,  at  $60; 
and  class  D  trailers  and  semi-trailers  having  a  gross  weight  between 
20,000  and  32,000  pounds,  at  $100.  Under  the  former  law  the 
maximum  tax  on  trailers  was  $50.  The  license  fees  applicable  to 
trailers  were  also  extended  to  semi-trailers. 

Persons  who  make  a  business  of  driving  motor  vehicles  in  transit 
for  manufacturers  or  dealers  must  obtain  certificates  of  registration 
at  $20  per  year. 

Kentucky 

The  Kentucky  legislature  was  not  in  session  this  year  but  owing 
to  the  fact  that  many  trucks  were  characteristically  overloaded  the 
tax  commission  took  it  upon  themselves  to  raise  the  capacity  classi- 
fication by  about  50%.  The  question  went  before  the  court  and  the 
court  determined  that  a  permanent  injunction  should  issue. 

Maine 

Maine  levies  an  annual  excise  tax  on  motor  vehicles.  The  tax 
is  to  be  collected  bv  the  local  collectors  and  is  in  lieu  of  other  local 
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taxes.  The  rates  are  23  mills  on  each  dollar  of  the  maker's  list 
price  for  the  first  or  current  year  of  the  model ;  163^  mills  for  the 
second  year;  12^  mills  for  the  third  year;  9  mills  for  the  fourth 
year;  5^/2  mills  for  the  fifth,  and  3  mills  for  the  sixth  and  succeed- 
ing years.  Cars  belonging  to  dealers  and  governmental  units  are 
exempt  from  this  excise  tax.  Engines  belonging  to  railroads  or  to 
telephone  and  telegraph  companies  which  companies  already  pay  an 
excise  tax  are  exempt,  excepting,  however,  motor  buses  used  for 
the  transportation  of  passengers  for  hire. 

Buses  and  other  commercial  passenger  vehicles  entering  the  state 
of  Maine  are  not  required  to  have  a  Maine  license.  Upon  the  pay- 
ment of  $10  commercial  vehicles  may  enter  the  state.  This  allows 
a  bus  to  make  one  tour  of  the  state.  This,  of  course,  does  not  apply 
to  buses  running  over  regular  interstate  commerce  routes. 

Minnesota 

A  slight  change  was  made  in  the  rule  for  determining  deprecia- 
tion from  list  price  which  forms  the  base  of  the  motor  vehicle  tax. 
Under  the  previous  rule  depreciation  reached  70%  in  the  eighth 
year,  at  which  it  remained  during  the  subsequent  year.  A  1929 
amendment  extends  the  depreciation  to  80%  in  the  ninth  year,  and 
90%  in  the  tenth  and  subsequent  years. 

Under  a  ruling  of  the  Supreme  Court  the  motor  vehicle  tax  law 
did  not  apply  to  such  vehicles  when  owned  by  public  service  cor- 
porations paying  a  gross  earnings  tax.  A  1929  law  makes  these 
vehicles  subject  to  the  same  rate  of  tax  as  paid  by  otliers  in  addi- 
tion to  the  excise  tax. 

Montana 

The  bases  of  the  registration  fees  for  pleasure  cars  have  been 
changed  from  horse  power  to  weight.  Under  horse  power  the 
minimum  was  $7.50  and  the  maximum  was  $22.50.  With  the  weight, 
the  minimum  is  $10  and  the  maximum  is  $25.  Trucks  and  buses 
have  been  on  a  capacity  basis.  Formerly  the  minimum  for  trucks 
was  $7.50;  it  is  now  $5. 

(a)  License  fees  for  motor  vehicle  dealers  $30.  for  motorcycle 
dealers  $22.50,  for  dealers  in  accessories  $10. 

Nebraska 

Provision  has  been  made  for  registration  fees  of  motor  buses 
operating  in  more  than  one  county.  The  fees  for  such  buses  shall 
be  paid  to  the  state  treasurer  rather  than  the  county  treasurer  as  are 
the  fees  of  motor  vehicles  in  general. 

Nebraska's  gesture  for  farm  relief  has  been  a  reduction  in  the 
registration  of  farm  trucks.  Any  fees  on  farm  trucks  in  excess  of 
$8  is  refunded.  The  refund  comes  from  the  county  road-dragging 
fund.     A  verified  claim  must  be  filed  before  the  refund  is  granted. 
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Nciv  Jersey 

The  excise  tax  on  motor  buses  operating  in  interstate  commerce 
was  held  unconstitutional.  $302,257.51  has  been  collected  from  this 
tax.     This  is  to  be  repaid. 

Oregon 

Oregon  increased  the  gasoline  tax  from  3c.  to  4c.  per  gallon  and 
at  the  same  time  reduced  the  license  fees  on  motor  vehicles.  Motor 
bicycles,  formerly  $3  now  $2,  motorcycles  formerly  $6  now  $4, 
motorcycles  with  side  cars  formerly  $9  now  $6.  Motor  vehicles 
weighing  1700  lbs.  or  less  formerly  $15  now  $10.  Under  the  former 
law  motor  vehicles  over  1700  lbs.  were  taxed  at  a  fiat  rate  ranging 
from  $22  to  $97.  Under  the  new  law  it  is  90c.  per  100  lbs.  on 
machines  weighing  from  1700  lbs.  to  3000  lbs.,  $1.00  per  $100  lbs. 
from  3000  lbs.  to  4500  lbs.,  $1.10  for  4500  lbs.  or  more  per  100  lbs. 
Formerly  the  tax  on  motor-vehicle  trailers  and  semi-trailers  was 
measured  by  the  width  of  the  tires.  Under  the  new  law  the  primary 
tax  is  on  trucks  with  pneumatic  tires  and  is  the  same  as  the  tax  on 
other  motor  vehicles.  If  the  motor  vehicle  has  one  or  more  solid 
tires  the  fee  is  the  same  as  on  pneumatic  tires  plus  50%  additional. 
Under  the  old  law  there  was  a  $4  per  passenger  tax  on  commercial 
carriers  not  running  in  municipalities.  This  tax  was  repealed  in 
the  1929  law. 

Distribution  of  the  money  has  been  changed.  Formerly  three- 
fourths  went  to  the  state  highway  fund,  now  two-thirds.  Formerly 
one-fourth  to  the  counties,  now  one-third. 

Rhode  Island 

Motor  vehicle  registration  fees  have  been  increased  about  13'7c 
on  pleasure  cars. 

South  Dakota 

South  Dakota  levied  a  3%  excise  tax  on  the  original  sales  prices 
of  automobiles.     This  is  known  as  the  registry  tax  on  automobiles. 

Utah 

Before  the  owner  of  a  motor  vehicle  can  secure  an  operator's 
license  he  must  present  a  certificate  to  the  secretary  of  state  show- 
ing that  the  property  tax  on  his  machine  has  been  paid  for  the 
current  year  and  that  the  machine  has  been  assessed  to  the  real 
estate  of  the  applicant  or  that  the  machine  is  exempt  by  law  from 
the  payment  of  the  property  tax. 

Vermont 

There  has  been  a  slight  reduction  in  the  registration  fees  of 
motor  vehicles.     Passenger  cars  were  formerly  85c.  per  100  pounds 
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with  a  minimum  fee  of  $14.  Under  the  new  law  the  rates  are: 
2,000  lbs.  or  less,  $16;  2,000  lbs.  to  2,500  lbs.,  $19;  2.500  lbs.  to 
3.000  lbs.,  ^23;  3,000  lbs.  to  3,500  lbs.,  $28;  3,500  lbs.  to  4,000  lbs., 
^33;  4,000  lbs.  to  4.500  lbs.,  $38;  4.500  lbs.  or  more,  S43.  Xo  mini- 
mum weight  is  specified. 

The  registration  fees  for  motor  trucks  have  been  reduced.  They 
were  formerly  70c.  per  100  lbs.  for  trucks  from  6,000  lbs.  to  9,000 
lbs.,  8c.  per  100  lbs.  from  9,000  lbs.  to  13,000  lbs.,  90c.  per  100  lbs. 
in  excess  of  13,000  lbs.  The  new  schedule  is  65c.  per  100  lbs.  from 
6,000  lbs.  to  9,000  lbs..  75c.  from  9,000  lbs.  to  13,000  lbs.,  85c.  per 
100  lbs.  for  all  weight  over  13,000  lbs. 

Registration  fees  for  repairers'  licenses  have  been  increased  from 
$15  to  $25.  The  fee  for  an  additional  set  of  repairers'  number 
plates  has  been  increased  from  $5  to  $15. 

The  administration  of  the  issuance  of  indemnity  bonds  on  motor 
vehicles  operated  for  hire  has  been  given  to  the  commissioner  of 
motor  vehicles ;    formerly  under  secretary  of  state. 

Wyoming 

The  county  registration  fees  levied  in  place  of  the  ad  valorem  tax 
was  formerly  based  on  horse  power  and  ton  capacity.  Under  a  1929 
law  the  fee  is  determined  as  follows : 

1st  year  of  service 37c  of  607c  of  the  factory  price. 

2nd     "      ••        •'       37r  of  50% 

3rd     •'      •'        "       3%  of  407c    "     " 

4th     "      •'        "       37c  of  207c    ••     " 

5th '       and  each  suc- 
ceeding year   37  of  10%    ""     ''  "  " 

The  annual  license  fee  payable  by  transportation  companies  based 
on  the  number,  weight  and  size  of  vehicles  operated  is  increased  as 
follows:  passenger  cars  or  buses  with  seating  capacity  of  10  or 
less,  30  horsepower  or  less,  $15,  formerly  $10;  seating  capacity  10 
or  more,  30  horsepower  or  more,  $25,  formerly  $20 ;  freight  motor 
trucks,  capacity  2  tons,  30  horsepower,  $20,  formerly  $15;  for  all 
others,  $30  per  vehicle,  formerly  $25. 

An  additional  ad  valorem  tax  is  levied  on  motor-vehicle  common 
carriers  engaged  in  interstate  business.  The  state  board  of  equal- 
ization assesses  these  common  carriers  as  to  their  value  based  on 
cost  of  machine,  total  number  of  miles  operated  over  the  highway 
in  the  state  and  the  length  of  time  in  use.  This  assessment  is  pro- 
rated among  the  several  counties  traversed  by  each  of  the  said 
motor  vehicles.  The  local  assessors  enter  such  amounts  on  the  lists 
of  taxable  property  in  the  counties  and  this  is  taxed  at  the  ad  valorem 
rate.     This  tax  is  in  lieu  of  any  county  registration  fee. 
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Poll  Tax 
Arkansas 

All  beneficiaries  of  public  funds  and  all  residents  making  appli- 
cation for  licenses  or  permits  must  pay  their  poll  tax  before  re- 
ceiving the  same. 

Connecticut 

If  the  poll  tax  is  not  paid  within  sixty  days  the  penalty  is  one 
dollar.     A  1929  law  changes  period  for  paying  to  thirty  days. 

Vermont 
The  poll  tax  for  1929  and  1930  is  $2.50  on  each  poll  in  the  Grand 
List.     The  former  tax  was  one  dollar.     The  revenue  from  this  tax 
is  to  be  applied  by  the  state  treasurer  directly  toward  the  principal 
and  interest  of  the  Vermont  Flood  Bonds. 

Public  Utilities 
Arkansas 

A  tax  of  4%  is  levied  on  the  gross  receipts  from  all  ferries  and 
toll  bridges.  The  money  is  to  be  used  in  reducing  the  general 
property  tax. 

Railroads 
Virginia 

A  1928  law  taxed  the  intangible  property  holdings  of  railroads. 
The  result  of  this  law  was  that  many  of  the  railroad  corporations 
appealed  to  the  circuit  court;  their  wish  being  to  contest  the  validity 
of  the  Virginia  system  of  taxation  in  so  far  as  it  related  to  rail- 
roads. During  1929  the  railroads  having  made  a  more  thorough 
study  of  the  situation,  abandoned  their  litigation,  so  it  makes  the 
tax  on  intangibles  a  certainty. 

Rates  and  Levies 

Arkansas 

The  general  property  tax  rate  is  to  be  reduced  one-tenth  of  one 
mill  for  every  $60,000  derived  from  the  income  tax. 

Connecticut 

The  annual  state  tax  on  towns  has  for  some  years  been  $1,500,000. 
This  year  it  w^as  decreased  to  $1,250,000. 

Idaho 
Under  the  old  law  257©  of  the  tax  levied  for  general  road  prop- 
erty had  to  be  apportioned  to  the  governmental  districts  where  such 
tax  was  levied.     This  amount  has  been  now  raised  to  50%. 
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Illinois 

The  determination  of  the  state  tax  rate  from  assessments  equal- 
ized by  the  tax  commission  on  the  basis  of  returns  from  four-fifths 
of  the  county  was  permanently  legalized  by  an  amendment  to  the 
earlier  law  directing  the  governor,  auditor  and  treasurer  to  fix  the 
state  rate  each  year. 

Maine 

A  tax  of  one  mill  on  each  dollar  is  levied  on  all  the  property  in 
the  state  and  is  for  the  University  of  Maine.  This  University  of 
Maine  Fund  is  in  lieu  of  all  other  state  support  for  the  University. 

Xcbraska 

Under  the  County  law,  counties  may  levy  for  their  bridge  fund 
not  more  than  1.6  of  a  mill  on  $1  valuation.  An  amendment  to  the 
law  passed  in  1929  gives  counties  having  a  population  of  over 
15,000  and  over  100.000  acres  of  irrigated  land  exclusive  of  bridges 
the  right  to  levy  an  additional  tax  of  ^  mill  on  each  $1  valuation 
for  the  county  bridge  fund. 

Xezv  Jersey 

One-half  mill  tax  is  again  levied  on  general  property  in  the 
various  municipalities  for  the  benefit  of  the  state  institutions  con- 
struction fund.    A  similar  tax  was  discontinued  December  31.  1928. 

Xew  Yark 

For  the  year  1929  no  direct  state  property  tax  was  levied  in  Xew 
York  State.  Last  year  the  rate  was  y^  mill  and  the  revenue  re- 
ceived from  the  tax  was  $13,500,000. 

Utah 

The  maximum  rate  in  Utah  for  municipalities  shall  not  exceed 
18^^  mills  in  cities  of  the  first  class  and  2\y2  mills  in  cities  of  the 
second  class  having  a  population  of  less  than  20,000. 

Under  an  old  law  the  maximum  property  tax  rate  in  counties 
having  a  valuation  of  less  than  $2,000,000  was  3^  mills  and  in 
counties  having  a  valuation  between  $2,000,000  and  $4,000,000  was 
2  mills.  A  1929  law  provides  for  a  levy  of  3^^  mills  for  counties 
having  a  valuation  less  than  $4,000,000. 

Vermont 

The  direct  tax  of  Vermont  for  1929  and  1930  is  7^c.  on  the 
dollar  of  all  those  on  the  Grand  List. 
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Real  Property 

Idaho 

Deeds  conveying  property  by  tax  sales  must  be  recorded  and 
there  must  be  added  to  the  price  of  the  property  the  additional  sum 
of  one  dollar,  which  sum  shall  be  the  fee  for  recording  the  deed. 

Severance  Tax 

Michigan 

A  specific  tax  to  be  known  as  the  severance  tax  upon  corpora- 
tions engaged  in  the  business  of  severing  oil  and  gas  from  crude  oil 
is  levied  in  Michigan.  The  rate  is  2%  of  the  gross  cash  market 
value  of  the  total  production.  The  value  is  to  be  computed  directly 
after  severance.  The  state  tax  commission  administers  the  tax.  It 
is  payable  monthly.  Pipe-line  companies  and  common  purchasers 
are  made  collecting  agencies  upon  all  oil  and  gas  purchased  and 
hauled  by  them.  The  taxes  collected  are  divided  as  follows :  two- 
fifths  to  the  general  fund  of  the  state,  one-fifth  to  the  counties  in 
which  such  oil  and  gas  is  produced,  and  two-fifths  to  the  town  or 
city  in  which  it  is  produced.  This  severance  tax  is  in  lieu  of  all 
other  taxes  both  state  and  local  on  oil  or  gas,  the  property  right 
added  thereto,  and  upon  the  leases  or  the  right  to  develop  and 
operate  any  land  in  this  state  for  oil  and  gas.  However,  it  does  not 
exempt  machinery  and  equipment  nor  does  it  relieve  the  corporation 
or  association  from  any  franchise  or  privilege  taxes. 

Peimsyhc'onia 

A  law  was  passed  granting  a  gradual  reduction  of  the  ad  valorem 
tax  on  anthracite  coal  and  its  termination  May  31,  1931. 

Tobacco  Tax 

Arkansas 

Changes  were  made  in  the  tobacco  tax  law  relating  to  definition 
of  terms,  provisions,  and  the  manner  of  collection  and  penalties. 
The  rates  remain  the  same. 

Michigan 

Michigan  levies  a  tobacco  tax  of  one  cent  on  every  ten  cigarettes 
or  fraction  thereof.  This  is  a  stamp  tax.  The  referendum  has 
been  invoked  on  this  tax. 

Tennessee 

The  tobacco  tax  in  Tennessee  has  been  a  flat  10%  of  the  retail 
sales  price  of  each  cigar,  package  of  cigarettes,  piece  or  package  of 
tobacco,  etc.    A  1929  law  changed  the  tax  on  cigarettes  to  one-tenth 
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of  one  cent  on  each  cigarette.  The  10%  remains  the  same  on  other 
tobacco.  The  maximum  penalty  for  selling  tobacco  without  the 
stamp  has  been  decreased  from  $1,000  to  $50,  and  the  maximum 
penalty  for  selling  tobacco  at  a  greater  price  than  that  upon  which 
the  affixed  stamp  denotes  has  been  changed  from  $100  to  $50.  No 
agent  of  the  commission  can  sell  stamps  without  being  bonded.  An 
agent  receives  a  commission  of  2%  from  the  sale  of  stamps.  The 
expense  of  collecting  this  tax  is  not  to  exceed  4%  of  the  collection. 
I*^  was  formerly  2%.  The  money  from  this  tax  goes  to  education. 
In  addition  to  the  amount  specified  in  the  former  law  $82,500  is  to 
be  used  to  provide  a  special  sinking  fund  to  pay  the  principal  and 
interest  on  the  Tennessee  rural  public  school  building  and  repair 
bonds,  and  $225,000  to  provide  a  special  sinking  fund  to  pay  for  the 
principal  and  interest  of  the  University  of  Tennessee  building  bonds 
and  the  remainder  to  be  applied  to  the  state  general  school  fund. 

Chairman  Graves:  Please  keep  your  seats  for  just  a  moment. 
You  will  not  be  detained  more  than  two  minutes. 

A  representative  of  the  New  York  Central  Railroad  will  be  at  the 
registration  desk  commencing  tomorrow  morning  at  10  o'clock  to 
take  care  of  the  validation  of  your  tickets,  and  to  secure  your  reser- 
vations, and  so  forth,  when  you  leave  Saranac. 

At  8  o'clock  tonight  510  delegates,  representing  36  states,  have 
registered.  Since  we  have  been  in  session  a  sufficient  number  in 
addition  to  the  510  have  registered,  so  that  the  total  registration 
now  exceeds  that  for  the  entire  week  at  Seattle  last  year. 

Just  two  things :  Those  of  you  who  have  automobiles,  that  you 
wish  to  donate  the  use  of  to  the  transportation  committee  during 
the  remainder  of  the  week,  please  inform  the  gentleman  at  that  end 
of  this  table. 

The  states  will  please  select  their  representatives  for  the  resolu- 
tions committee,  and  turn  the  names  in  to  the  Secretary. 

Fraxklin  S.  Edmonds  (Pennsylvania)  :  Will  you  ask  the  Penn- 
sylvania delegation  to  meet  over  in  that  corner  at  the  adjournment 
of  this  meeting? 

Chairman  Graves:  Senator  Edmonds  requests  the  delegates 
from  Pennsylvania  to  meet  in  this  corner  of  the  room  immediately 
following  the  adjournment. 

We  will  now  adjourn  until  tomorrow  morning  at  10  o'clock. 

(Adjournment) 


SECOND  SESSION 

Tuesday,  September  10,  1929, 
9:30  o'clock  A.  M. 

Chairman  Graves  :  You  will  come  to  order,  please.  May  I  sug- 
gest that  you  people  in  the  back  part  of  the  room  move  up,  even 
though  3^ou  may  not  have  in  mind  staying  for  all  of  the  papers. 
You  will  hear  better  up  here.  If  you  wish  to  leave  between  papers, 
no  one  will  be  offended. 

I  have  two  or  three  announcements  to  make  before  I  turn  the 
meeting  over  to  the  chairman  of  this  session. 

The  first  is,  the  Oklahoma  delegation  will  caucus  with  Attorney- 
General  Dabney  immediately  in  the  rear  of  this  hall.  I  take  it  that 
means  at  the  close  of  this  session  of  the  conference. 

The  rules  require  the  appointment  of  a  committee  on  credentials. 
The  Chair  appoints  Mr.  Henry  Long  of  IMassachusetts  as  chairman 
of  the  credentials  committee,  and  two  other  members,  Commissioner 
Fisher  of  Oregon  and  Mr.  Gibbs  of  Ohio. 

The  resolutions  committee  is  composed  of  one  member  selected 
from  each  State,  Territory  and  Province.  The  selection  is  made 
by  the  delegates.  If  you  have  not  made  your  selection,  do  so  as 
soon  as  possible,  and  turn  the  name  into  the  Secretary. 

The  Chair  appoints  the  chairman  of  the  resolutions  committee, 
and  I  appoint  as  chairman  of  the  resolutions  committee  Senator 
Edmonds  of  Pennsylvania. 

May  I  also  remind  you,  if  you  have  not  yet  done  so,  to  examine 
the  little  program  on  entertainment.  This  afternoon  between  3 :  30 
and  5 :  00  o'clock  Mr.  and  Mrs.  Mills  are  entertaining  the  ladies  at 
tea.  Tomorrow  night  we  have  a  dinner  session  in  the  main  dining 
room  of  the  hotel.  Governor  Roosevelt  of  New  York  and  former- 
Governor  Lowden  of  Illinois  will  speak. 

I  want  to  impress  upon  you  this,  that  their  addresses  will  be 
broadcast  by  radio  from  7 :  30  to  8 :  30.  That  is  the  hour  that  has 
been  assigned  us.  If  you  know  anj-thing  about  broadcasting,  you 
know  it  does  not  mean  7 :  45  to  8 :  45.  It  means  precisely  7 :  30  to 
8 :  30  eastern  daylight  saving  time,  the  time  on  which  we  are  run- 
ning these  sessions.  Therefore,  make  your  plans  to  be  in  the  dining 
room  not  later  than  6 :  30.  Be  there  earlier,  if  possible.  There  will 
5  (65) 
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be  no  seating  arrangement.  The  first  people  in  the  dining  room  will 
get  the  best  tables.  We  cannot,  at  an  affair  of  this  kind,  work  out 
a  seating  arrangement. 

On  Thursday  morning  a  Bridge  will  be  held  in  the  Lounge  of 
the  hotel  for  the  ladies.  A  golf  tournament  is  in  process  for  the 
golfers.  Motor  rides  and  boat  trips  around  this  lake  are  being  pro- 
vided without  expense  to  the  delegates.  If  you  wish  to  visit  Ausable 
Chasm,  which  is  one  of  the  so-called  wonders  of  the  world,  trans- 
portation will  be  provided,  and  a  ticket  which  will  entitle  you  to 
free  admission  through  Ausable  Chasm  may  be  had  at  the  registra- 
tion desk. 

The  presiding  officer  this  morning  is  Senator  Mastick.  of  New 
York,  a  man  who  for  years  has  served  on,  and  has  been  chairman 
of,  the  joint  legislative  committee  on  taxation  and  retrenchment. 
I  know  of  no  man  who  has  taken  a  deeper  interest  and  more  intel- 
ligent interest,  or  who  is  better  informed  on  the  subject  of  our 
state  tax  system,  than  Senator  IMastick.  In  addition,  he  possesses 
one  great  virtue,  that  of  speaking  frankly  about  any  public  question, 
whether  it  be  taxation  or  any  other. 

It  is  a  very  great  pleasure,  therefore,  for  me  to  turn  this  session 
over  to  Senator  Mastick. 

Seabury  C.  Mastick  (Member  State  Senate  of  New  York), 
presiding. 

Chairman  Mastick  :  Mr.  President  and  ^Members  of  the  Tax 
Conference : 

I  want  first  to  congratulate  Commissioner  Graves  on  this  wonder- 
ful meeting.  I  have  been  wondering  why  we  had  so  many  members, 
whether  it  was  the  beautiful  location  of  Saranac  Inn,  the  attractions 
of  our  beautiful  State,  of  which  we  are  so  proud,  the  urbanity  of 
our  President,  or  the  proximity  to  the  Canadian  border.  Whatever 
the  reason,  we  certainly  have  a  fine  meeting. 

Yesterday  we  had  a  word  of  greeting  from  Commissioner  Lynch, 
in  behalf  of  Governor  Roosevelt.  Today  I  would  like  to  bring  a 
word  of  greeting  on  behalf  of  the  legislature,  because  we  still  hav« 
two  departments  of  government  in  this  State. 

There  has  been  some  confusion  about  it  in  the  past,  and  some  of 
us  think  that  constitutionally  there  are  at  least  two  departments. 

We  are  glad  to  welcome  not  only  the  members  from  all  the  States, 
but  the  missionary  from  Canada,  who  was  here  last  evening.  No 
doubt  we  need  a  missionary  effort  in  this  country,  and  we  are  very 
glad  to  welcome  that  gentleman. 

I  am  also  glad  to  welcome  here  the  one  taxpayer  who  was  present, 
Mr.  Tobin.  I  see  on  the  program  we  have  one  taxpayer.  I  notice, 
too,  that  we  have  two  representatives  of  so-called  taxpayers,  Mr. 
White  and  Mr.  McKenzie,  of  the  Farm  Bureaus,  the  farm  repre- 
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sentatives  of  New  York  State,  but  they  should  not  worry  because 
they  still  have  something  to  tax. 

New  York,  like  all  the  other  states,  is  in  favor  of  bigger  and 
better  taxes !  We  have  been  fairly  successful  in  both,  particularly 
in  the  former.  We  have  had  bigger  and  better  taxes  right  along 
every  year,  and  they  have  been  increasing  quite  considerably.  We 
think  under  the  guidance  of  our  Tax  Commission,  assisted  by  the 
legislature,  that  they  have  become  somewhat  better  as  years  have 
gone  on.  Still,  here  in  New  York  we  have  certain  social  functions 
connected  with  our  taxes,  which  are  not  appreciated.  I  suppose  you 
have  them  in  other  states,  too.  We  have  in  our  rural  communities 
certain  days  on  which  the  tax  collector  announces  his  presence  in 
that  community,  where  he  receives  the  citizens  and  their  taxes.  He 
is  generally  crowded  and  felicitated  by  the  citizens  generally,  who 
come  to  these  social  occasions.  We  have  other  social  days,  which 
have  a  rnisnomer,  because  they  are  days  on  which  the  people  come 
to  the  assessors  to  consider  their  assessments,  and  we  call  them 
grievance  days.  But  it  is  not  that;  it  is  really  a  day  of  congratula- 
tion, because  the  citizens  come  before  the  assessors  and  find  out 
how  much  more  they  had  than  they  thought  they  had.  And  they 
are  reminded  on  these  occasions,  that  because  of  their  general 
public-spiritedness  in  improving  their  property,  in  painting  their 
barns  or  fixing  their  roofs,  or  building  new  chicken-houses,  or  some- 
thing of  that  kind,  that  they  are  able  to  assist  the  village  or  the 
town  or  the  county  or  the  state  or  the  nation  somewhat  more  liber- 
ally than  they  have  in  the  past.  That  is  also  a  case  of  felicitation 
on  the  part  of  the  citizenry.  Then,  of  course,  to  paraphrase  a  story 
I  heard  recently,  taxes  are  not  so  bad.  Anyway,  there  is  always  a 
chance  with  taxes — two  chances,  in  fact ;  you  are  either  taxed  or 
you  are  not  taxed,  and  if  you  are  not  taxed  you  are  all  right,  but  if 
you  are  taxed  you  still  have  two  chances,  you  are  either  taxed  too 
much  or  too  little;  if  you  are  taxed  too  little  you  are  all  right,  but 
if  you  are  taxed  too  much,  why,  then,  you  still  have  two  chances, 
because  you  can  either  get  your  tax  reduced  or  you  don't  get  it 
reduced.  If  you  get  it  reduced  you  are  all  right,  but  if  you  do  not 
get  it  reduced  you  still  have  your  two  chances,  because  you  can 
either  pay  it  or  not  pay  it.  If  you  pay  it,  it  is  all  right;  if  you 
don't  pay  it  yovi  still  have  your  two  chances,  because  you  then  can 
be  sold  out  or  not  sold  out.  If  you  are  not  sold  out,  it  is  all  right, 
and  if  you  are  sold  out  you  have  two  chances,  because  you  can 
either  redeem  your  property  or  not  redeem  it.  Of  course,  if  you 
redeem  your  property,  you  are  all  right,  but  if  you  do  not  redeem  it, 
you  are  just  as  well  off  as  you  were  before,  because  then,  you  see, 
you  have  lost  your  property  and  you  haven't  any  taxes  to  pay,  and 
you  come  back  to  the  first  position  where  you  are  not  taxed  at  all. 

So,  you  see,  that  in  the  end  taxes  are  not  so  bad. 


68  XATIOXAL  TAX  ASSOCIATIOX 

Now,  we  have  at  this  meeting  the  tax  system  of  Xew  York.  Of 
course,  it  is  rather  impossible  to  hill  the  rows.  Perfection  is  perfect. 
Of  course,  we  are  always  open  to  some  little  degree  of  criticism  by 
those  who  pay  or  don't  pay;  and  we  have  some  experts  to  talk  to 
you  this  morning.  The  first  is  Dr.  Luther  Gulick,  who  comes  from 
my  college.  When  I  first  went  into  Commissioner  Graves"  office  he 
told  me  there  were  two  very  eminent  people  who  knew  about  taxes. 
Dr.  Lutz  and  Dr.  Gulick.  I  had  then  become  chairman  of  the 
senate  committee  on  taxation.  I  said,  "  That  makes  a  fine  tri- 
umvirate," because  we  are  all  from  the  same  college.  So.  New 
York  State  Tax  Department  generally  was  on  the  right  track,  be- 
cause we  were  able  to  guide  it  in  the  way  it  should  go. 

Dr.  Gulick  has  been  research  director  of  the  New  York  Special 
Joint  Committee  on  Taxation  and  Retrenchment  for  a  number  of 
years,  besides  having  made  extensive  studies  in  taxation  in  many 
other  departments  of  state  and  national  government.  And,  we  have 
our  one  taxpayer,  who  will  follow  Mr.  Gulick,  and  then  he  is  fol- 
lowed by  John  Merrill,  whom  we  all  have  known  so  many  years 
and  for  whom  we  have  such  a  high  regard. 

Concluding  my  serious  remarks,  I  would  like  to  pay  a  compliment 
to  our  State  Tax  Commission,  with  whom  I  have  worked  so  closely 
for  so  many  years.  We  have  not  always  agreed,  but  we  have  worked 
together  with  the  utmost  harmony,  and  I  have  the  greatest  admira- 
tion for  both  the  commissioners  who  lasted  so  long,  and  the  new 
commissioner ;  and  for  Commissioner  Lynch  a  great  deal  of  per- 
sonal affection. 

I  have  pleasure  now  in  introducing  Dr.  Gulick,  who  will  present 
the  first  paper. 

THE  TAX  SYSTEM  OF  THE  STATE  OF  NEW  YORK 

AS  VIEWED  BY  THE  STUDENT  AND  RESEARCH 

INVESTIGATOR 

LUTHER    GULICK 

In  this  topic  that  has  been  assigned  me,  there  are  naturally  two 
questions:  first.  What  is  the  tax  system  of  the  state  of  New  York? 
and  second.  What  are  the  points  of  chief  interest  to  the  student 
and  research  investigator  ?  It  will  be  my  purpose  to  answer  these 
questions. 

The  Tax  System  of  New  York  State 

The  tax  system  of  the  state  is  made  up  of 

L  The  general  property  tax,  which  is  now  99  per  cent  of  a  tax 
on  real  estate,  which  provides  about  three-fourths  of  all  taxes 
collected  for  state  and  local  government; 


TAX  SYSTEM  OF  NEW  YORK  STATE  69 

2.  A  complicated  set  of  taxes  on  corporations,  including  mer- 
chants, manufacturers,  financial  institutions,  and  public  utili- 
ties, which  produce  approximately  11  per  cent  of  the  total 
taxes ; 

3.  The  personal  income  tax,  from  which  some  6  per  cent  is  de- 
rived ; 

4.  The  motor  vehicle  license  tax  which  has  produced  almost  4  per 
cent,  and  to  which  the  gasoline  tax  of  two  cents  a  gallon  has 
just  been  added ; 

5.  The  mortgage  tax,  from  which  slightly  over  1  per  cent  of  the 
tax  revenues  have  been  derived ;  and 

6.  The  death  taxes,  3  per  cent. 

With  the  permission  of  this  body  I  shall  introduce  into  the  record 
a  more  extensive  tabulation  of  the  state  tax  system  for  the  benefit 
of  those  who  read  these  proceedings  in  detail.  It  would  mean 
nothing  to  you  and  would  consume  a  great  deal  of  time  if  I  en- 
deavored to  read  it  to  you  at  this  session.     (See  pages  70-75.) 

It  is  to  be  noted,  however,  that  New  York  does  not  tax  personal 
property.  The  stocks  of  storekeepers,  the  machinery,  raw  materials 
and  finished  goods  of  incorporated  merchants  and  manufacturers  is 
exempted,  and  their  net  income  taxed  instead.  Motor  vehicles  are 
not  taxed  as  property,  though  they  pay  for  the  use  of  the  highways 
through  a  license  tax  which  is  varied  according  to  weight,  and  the 
gasoline  tax  which  varies  roughly  according  to  use.  Household 
furniture,  farm  machinery  and  livestock  are  exempted  by  law  to  the 
extent  of  $1,250,  and  by  administrative  practice,  I  may  add,  almost 
completely,  especially  as  all  debts,  including  mortgages,  may  be  de- 
ducted from  personal  property  assessments.  Intangible  personal 
property  is  likewise  excluded  from  the  property  tax  and  taxed  only 
on  its  income.  This  includes  personal  investments,  money  in  the 
bank,  accounts  receivable  and  other  incorporeal  wealth  which  cause 
so  much  trouble  elsewhere.  Mortgages  are  not  taxed  annually  as 
property;  they  pay  a  tax  of  one-half  of  one  per  cent  when  they  are 
recorded  and  mortgage  interest  is  included  in  income  and  may  be 
taxed  as  such.  Banks  are  taxed  on  their  net  income,  as  are  the 
ordinary  business  corporations,  and  not  on  their  capital  stock. 

The  greatest  logical  inconsistency  in  the  New  York  system  is  in 
the  utility  taxes.  The  tangible  personal  property  of  utilities  is  still 
taxable.  The  intangible  franchise  values  are  by  law  declared  to  be 
real  estate  and  are  taxed  as  such.  Nor  does  the  tax  system  seem  to 
recognize  that  the  fact  of  public  regulation  is  a  matter  of  prime 
importance  in  the  development  of  utility  taxes. 
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THE  TAX  SYSTEM  OF  THE  STATE  OF 
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foreign,  for  privi- 
lege of  doing  busi- 
ness or  holding 
property  in  state. 


Measure  of  tax 


Value  of  property 


Rate  of  tax 


■  Fixed  locally  to 
meet  budget  re- 
quirements. 


Authorized 
stock. 


capital 


Privilege  of  exer- 
cising its  cor- 
porate franchise 
or  doing  busi- 
ness in  state  in 
cor[)orate  or  or- 
ganized capac- 
ity. 


Capital  slock  em- 
ployed in  state 
during  first  year 
of  business  and 
any  increase  there- 
after. 

Capital  stock  em- 
ployed in  state 
during  preceding 
year. 


1-20  oi  I  ^r  ;  if  no 
designated  value, 
50  per  share,  not 
less  than  Sio. 

i-a  of  I  ^, ,  or  if 
no  designated 
value,  6c.  per 
share,  not  less 
than  Sio. 

Dependent  on  div- 
idends. Mini- 
mum tax  $lo 
but  not  less  than 
I  mill  on  the  $i. 


f  Gross  earnings   in  5-10  of  i ''y 
State.  I 

Gross  earnings   in  5-10  of  1% 
State. 


Gross    earnings   in  5- 
state.         Also 
dividends  in  ex-, 


cess  of 
paid-up 
in  slate. 


4'/r    on 
capital 


•10  of  l<"r  of 
gross  earnings 
and  3%  of  divi- 
dends in  excess 
of  4%. 


Kxctss  of  gross  iff,  but  nun  slate 
premiums,  over  fire  and  marine, 
deductions.  •      c-io  of  I  %. 

Par   value   of    sur-  i  fr    

plus    and     und. 
earnings.  i 


1  Intangibles  exempt ;  tangible  jiersonal  property  of  corporations  taxable  under 
Articles  q-A,  q-B  or  9-C  is  exempt ;  registered  motor  vehicles,  except  those  of  manu- 
facturers and  dealers,  and  registered  motorcycles  are  exemiit ;  new  dwelling  houses  in 
certain  jurisd'ctions,  and  household  furniture  and  personal  effects  to  the  value  of  about 
$1,250  also  exempt. 

-  But  in  the  case  of  banking  corporations  by  the  State  Superintendent  of  Banks 
and  in  the  case  of  insurance  corporations  by  the  Superintendent  of  Insurance. 
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Collection 
of  tax 


Disposition 


State 


Local     col-  Part 
lectors 
and      re- 
ceivers of 
taxes. 


^  Sec.  of 
State 


State  Tax 
Com'n. 


All 


All 


Local 


(  ollected  year  ended 
Junf  30,  1928 


For  the  State 


For  localities 


Part,  i.e.,  county,  $2C,9<  1,454.68;  $696,044, 
town,  court  and 
s  t  e  nographers;  1 
armory,  special 
district,  citv.  vil- 
lage, school  dis- 
trict. 

None    3,1  c;6. 230.02 


None 


State  Tax    All 
Com'n.      I 


None 


State  Tax    All None 

Com'n. 
State  Tax  All None 

Com'n. 


State  Tax   All None 

Com'n. 

State  Tax    All None 

Com'n. 


438,258.74 


6,564,720.25 


3,629,373.29 


1 


}■    3,559,166.52 


State  Tax   All None    J 

Com'n.     I 


7,093.866.68 

4-558'633.78 


Legal  citation 


Arts.  1-5,  inc.. 
Tax  Law. 


Art.  9,  Sec.  180, 
Tax  Law. 


Art.  9,  Sec.  181, 
Tax  Law. 


Art.  9,  Sec.  182, 
Tax  Law. 


Art.  9,  Sec.  184, 
Tax  Law. 

Art.  o.  Sec.  185, 
Tax  Law. 


Art.  9,  Sec.  186, 
Tax  Law. 


Art.  9,  Sec.  187, 
Tax  Law.'' 


. .  Art.  9,  Sec.  189. 
Tax  Law. 


2  Does  not  apply  to  corporations  taxable  under  sections  1S6,  187  or  i8q,  or  to  agri- 
cultural companies  or  to  corporations  taxable  under  Articles  9-A,  g-B  or  9-C  of  the 
Tax  Law. 

■*  Additional  tax  to  the  above  on  all  transportation  companies  not  taxed  under 
sections   185   and   186. 

°  Does  not  apply  to  marine  insurance  described  in  section  169-a  of  Insurance  Law. 
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THE  TAX  SYSTEM  OF  THE  STATE  OF 


Title  of  tax 


Franchise,  business 
corporations,  do- 
mestic and  for- 
eign.^ 


Franchise,  state 
banks,  trust  com- 
panies and  (inan- 
cial  corporations. 

Income,  national 
banks. 

Transfer,  residents." 


Transfer, 
dents. 


non-resi- 


Estate 


c  c  c 

C3     II      II 


Mortgage 


Stock  transfer. 


License,  real  estate 
brokers  and  real 
estate  salesmen. 


Basis  of  tax 


Measure  of  tax 


Rate  of  tax 


^  Domestic,  for  priv-    f  Apportioned  entire  ^  4}4  7(.         Mini- 


ilege  of  exercis 
ing  franchise  in 
corporate  or  or- 
ganized capac- 
ity; foreign,  for 
privilege  of  do- 
ing business  in 
state. 


net    income    for 
year     preceding    | 
or    a    minimum    [■ 
on    apportioned    | 
issued        capital 
stock. 


Ditto  for  calendar 
year. 


mum  tax  ;^io 
but  not  less 
than  1  mill  on 

the  $1. 


L 

Net  income   jNet  income 41^ 


Transfer  by  will  or 
by  intestate  law,  or 
in  contemplation 
of  death,  etc. 

Transfer  of  all  real 
and  tangible  per- 
sonal property  in 
state,  stock  of  do- 
mestic corp'ns,  etc. 
by  will,  or  etc. 

Transfer  of  net  estate 
if  in  excess  of 
$200,000  "  by  will 
or  etc.,  by  resident. 

Mortgages  on  real 
property  in  state. 


Sale,  agreement  co 
sell  or  transfer 
stock,  etc. 

Privilege  of  doing 
business  in  cities, 
counties  over  1 10,- 
000  pop.  and 
Rockland,  Sullivan 
and  Ulster. 


Appraised    value     of  i  to  Sfc 
property,    less    de- 
ductions. 


Appraised    value    of 
property. 


3  fc  allowing  de- 
ductions, or  2% 
if  deductions  are 
waived." 


Appraised    value    of  4-5     of      i  %     to 


property. 


Amount       of 
secured. 


debt 


16%  ;  credit  be- 
ing allowed  for 
other  death 
taxes. 
50c.  for  each  $100 
and  major  frac- 
tion. 


Face  value  of  stock- J2c.  per  $ico  or 
fraction ;  where 
I  no  face  value, 
I     2c.  per  share. 

Flat  rate 1^2  to  $2$ 


^  In  lieu  of  general  property  tax  on  personal  property.  Does  not  apply  to  cor- 
porations taxable  under  sections  184-187,  articles  9-B  or  9-C,  or  to  other  corporations 
exempted  under  section  210. 

"  Corporations  organizing  or  increasing  capital  stock  between  July  i  and  October 
31,  inclusive,  must  file  report.  The  commission  permits  the  filing  of  such  report  on  or 
before  November  30,  without  penalty. 

*  There  are  various  exemptions. 
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Collection 
of  tax 


Disposition 


State 


Local 


Collected  year  ended 
June  30,  1928 


Legal  citation 


For  the  State 


State  Tax   %    and    all  }/^  to  cities,  towns      29,770,718.5 


Com'n, 


State  Tax 
Com'n. 


State  Tax 
Com'n. 

State  Tax 
Com'n. 


State  Tax 
Com'n. 


State  Tax 
Com'n. 


1  n  ter  est 
and  pen- 
alties. 


and  villages  on 
basis  of  l(5cation 
of  tangible  per- 
sonal property  of 
corporation. 


All        from  All  from  domestic 


f  o  r ei  gn 
concerns. 


None 
All  .. 


.40 


concerns. 


All 
None 


All None 


All 


None 


!-  35'566,273.84 


For  lacalities 


Recordmg    iq 
officer. 


State  Tax    All 
Com'n. 


Sec.  of     ii-o. 
State. 


3^  to  cities,  towns 
and  Villages  on 
basis  of  prop- 
erty. 

None      


}<2  to  cities  and 
counties  where 
collected. 


6,093,213.82 


2.-',245,i24.86 


288,566.98 


14,885,360         Art.  9-A, 
Tax  Law. 


4,108,798        Art.  9-B, 
Tax  Law. 


2,694,318,        Art,  9-C, 
Tax  Law. 


Art.  10, 
Art.  lO-A, 
Art.  lo-B, 
Tax  Law. 


6,093,214 


Art.  II, 
Tax  Law. 


Art.  12, 
Tax  Law. 


288,567  Art.  12-A,  Real 
Property  Tax. 


9  Usually  after  report  by  appraiser. 

^0  And  county  treasurers. 

11  Transfers  other  than  by  will  or  intestate  laws  2%. 

^-$100,000  in  case  gross  estate  includes  property  transferred  contingently  with  re- 
spect to  which  a  temporary  taxing  order  is  required  to  be  entered  under  section  230  of 
the  tax  law. 

^3  Through  sale  of  stamps. 
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THE  TAX  SYSTEM  OF  THE  STATE  OF 


Title  of  tax 


Personal  income 


Registration  of  motor 
vehicles  and  motor 
cycles.  * 

License  of  operators 
and  chauffeurs. 


<rr. 


Motor  fuel 


Foreign        insurance 
corporations.^  "■ 


On  un  (1  er  w  r  i  t  ing 
profit  on  marine 
insurance. 

Shellfish  grounds.' 

License,   billard   and 
pocket      billiar 
rooms. 


19-C 


Basis  of  tax 


Measure  of  tax 


Individual,  estate  or 
trust  income. 


Ownership  and  oper 
aiion  of  motor 
vehicles  and  motor 
cycles  in  state. 

Right  to  operate 
motor  vehicles  and 
motor  cycles. 

Use  of  highw  ay     . 

Privilege  of  doing 
business  in  state. 


Privilege  of  doing 
business  in  state. 

Shellfish  ground 
owned,  leased  or 
possessed. 

Privilege  of  doing 
business  in  state, 
excl.  of  Buffalo 
and  New  York. 


Rate  of  tax 


Net  income;  of  non-  i  to  3% 
residents,    net    in-; 
come    derived     ini 
state. 


Weight,  seating  and 'Varying  schedule, 
carrying  capacity. 


Flat  late 'Chauf.,  $5;   oper., 

Si;  renewals, 
chauf.,  $2; 
oper.,  50c. 

Gallons  sold 2c.  per  gallon .... 

Premiums   placed  in  i    to   2%   depend- 

state.  ing  on    type  of 

ins.  and  on  place 

I     of        incorpora 

tion. 

Underwriting     profit  5^    

on      bu;".iness      ini 
state. 
.Acreage   25  cents  per  acre 


Number  of  tables.  . .  $3  per  table 


1*  In  lieu  of  personal  property  taxes,  except  that  manufacturer's  and  deajer's  regis- 
tration affords  no  exemption. 

15  Except  in  New  York  City,  to  Chamberlain  for  general  fund. 

1^  By  Section  33  of  the  Insurance  Law  if  by  the  laws  of  anj'  state  an  insurance 
corporation  of  this  state  must  make  payment  for  taxes,  etc.,  greater  than  required  by 
New  York  under  its  Insurance  Law  upon  similar  corporations  of  such  other  state,  then 
the  insurance  corporations  of  such  other  state  must  pay  amounts  equal  to  such  charges 
to  the  New  York  superintendent  of  insurance.  By  section  133  of  the  Insurance  Law 
agents  of  foreign  fire-insurance  corporations,  except  in  the  cities  of  New  York  and 
Buffalo,  pay  on  February  ist  to  the  fire  departments  of  the  respective  localities  2  per 
cent  upon  all  premiums  received  during  the  preceding  calendar  year.  'Phe  amount  of 
this  tax  is  nowhere  included  in  this  report  under  taxes.     By  section   149-a  of  the  insur- 
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Collection 
of  lax 


Disposition 


Collected  year  ended 
June  30,  1928 


State 


Local 


For  the  State      For  localities 


State  Tax 
Cotn'n. 


1 

j  Com'n  of 
\    Motor 
I  Vehicles. 


;?25o,ooo 
fund  for 
refund; 

mainder. 


y^  to  cities,  vil- 
lages, towns  and 
sometimes 
school  districts 
in  proportion  to 
their  assessed 
real  estate. 

}/l  distril.uted  as 
determined  l)y 
supervisors  '^ 


31,802,806.69 


31,802,807 


24-935.53'  36  9,529.960 


State  Tax    3-^ 5'^  'o  '^'-  "*'•  ^^'y^   

Com'n.     ,  1     20  7«  tocoanties. 

Sup't  of    ;A11 None    |      1,512,467.54 


Ins. 


Sup't  of     Alf N^'jne 

Ins.        1 

Conserv'n   All ^'one 

Com'r. 


Sec.  of      I.'    }^  where  collected, 

State.       i 


11,184.84 

16,542.00 


16,543 


Legal  citation 


Art.  16, 
Tax  Law. 


Sees.  1 1,  2C,  41, 
Vehicle  and 
Traffic  Law. 


Art.  12-A, 
lax  Law. 
Sec.  34,  Insur- 
ance Law.^  '8 


Sec.  i6q-A, 
Insurance  Law. 

Sec.  308,  Con- 
servation Law. 

Art.  31,  Penal 
Law. 


$202,154,135.18    $765,463,4'.3; 


ance  law,  certain  foreign  mutual  fire-insurance  companies  on  or  before  F'ebruary  15th 
must  pay  to  the  Superintendent  of  Insurance  a  tax  of  2  per  centum  on  all  gross  pre- 
miums and  premium  deposits  and  assessments  (less  certain  deductions)  received  on 
Xew  York  risks  during  the  preceding  calendar  year.  Ten  per  cent  of  the  taxes  under 
this  section  goes  to  the  Firemen's  Association  of  the  State  of  New  York  and  the  bal- 
ance to  the  various  local  fire  departments.  This  is  nowhere  included  in  this  report 
under  taxes. 

1'  In  lieu  of  all  other  taxes. 

Note. — This  table  is  based  on  the  author's  table  "  The  New  York  State  Tax  Sys- 
tem "  in  New  York  1921  Legislative  Document  No.  57  and  upon  the  tabulation  appear- 
ing in  the  recent  annual  reports  of  the  New  York  State  Tax  Department,  with  whose 
permission  it  is  in  part  reproduced. 
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The  Administration  of  Xew  York's  Taxes 

From  the  standpoint  of  tax  levy  and  collection,  an  examination 
of  New  York's  system  shows  that  the  state  administers  all  of  the 
taxes  except  the  general  property  tax,  which  is  collected  by  city, 
town,  village  and  district  collectors,  the  mortgage  tax  which  is  col- 
lected by  the  county  recording  officers,  and  the  motor  vehicle  license 
tax  which  is  collected  by  the  county  clerks,  except  in  Albany  and 
New  York,  where  it  is  handled  by  the  state  directly.  Though  the 
state  thus  administers  all  but  two,  or  shall  we  say  three,  of  the 
taxes,  the  great  importance  of  the  property  tax  throws  almost  80  per 
cent  of  the  actual  revenue  collections  under  the  administrative  aegis 
of  the  localities. 

Disposition  of  the  Taxes 

What  becomes  of  these  taxes?  Under  what  agencies  of  govern- 
ment are  they  expended?  While  this  is  not  the  place  to  discuss 
expenditures,  it  is  hardly  possible  to  visualize  our  tax  system  with- 
out understanding  at  least  the  governmental  jurisdictions  through 
which  the  funds  are  utilized.  Viewed  from  this  standpoint,  we  may 
say  that  the  state  expends  some  21  per  cent  of  the  total  including 
the  amounts  turned  over  to  the  localities  for  school  aid  and  highway 
aid;  that  the  cities  receive  over  60  per  cent,  including  local  school 
taxes;  and  that  the  counties,  towns,  villages  and  non-city  school 
districts  receive  some  18  per  cent.  The  New  York  State  system  of 
taxation  shows  a  high  degree  of  development  of  state  aid  for  schools 
and  dividend  taxes — that  is,  taxes  a  share  of  which  is  distributed 
back  to  the  locality  in  order  to  relieve  the  local  ta.xpayers.  I  shall 
have  occasion  to  mention  these  in  a  few  moments. 

This  brief  outline  answers  our  first  query  and  brings  us  to  the 
second  question :  '"  What  are  the  points  of  special  interest  in  the 
tax  system  of  New  York  State  to  the  student  and  research  investi- 
gator ?" 

Points  of  Special  Interest 

Though  there  are  many  matters  of  deep  interest  in  the  New  York 
State  tax  system  to  the  student  of  i)ub!ic  finance.  I  think  I  may  list 
the  following  as  among  the  more  important : 

1.  The  progressive  adaptation  of  the  tax  system  to  meet  economic 
changes ; 

2.  The  unusual  degree  to  which  the  state  of  New  York  has  relied 
upon  research  and  the  extensive  collection  of  materials  and 
their  publication  in  the  evolution  of  the  tax  system; 

3.  The  extensive  development  of  state  aid  and  dividend  taxes; 

4.  The  general  success  of  centralized  state  administration ; 
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5.  The  frank  attitude  of  reciprocity  and  fairness  toward  other  tax 
jurisdictions;  and  finally, 

6.  The  continued  failure  of  local  tax  administration. 

It  is  these  matters  which  I  wish  to  discuss  further  with  you. 
The  Adaptation  of  the  Tax  System  to  Economic  Changes 

Very  early  in  the  history  of  the  colony  and  state,  New  York 
abandoned  the  Dutch  system  of  indirect  taxes  and  commenced  to 
rely  upon  the  general  property  tax.  When  the  first  corporations, 
banks  and  utilities — represented  by  turnpike  and  bridge  companies — 
emerged,  they  were  taxed  just  as  were  private  individuals.  But  as 
they  became  more  numerous  and  the  difficulties  of  assessment  be- 
came apparent,  various  attempts  were  made  to  reach  corporations 
by  supplementary  legislation.  The  law-s  of  1823,  1853,  1860,  and 
especially  1880  and  1881  are  notable.  Water,  gas  and  electric  com- 
panies and  elevated  railroads  were  placed  under  special  tax  laws  in 
1896,  and  the  special  franchise  tax,  intended  to  reach  the  intangible 
values  of  utilities  was  placed  on  the  books  in  1899,  recognizing  a 
new  economic  value  which  did  not  exist  in  the  early  days  of  the 
state,  a  value  which  it  was  not  possible  to  tax  under  the  general 
levy.  In  1901  it  was  recognized  that  the  taxation  of  bank  stock  as 
general  property  was  unfair  and  unsuccessful,  and  in  1905  mort- 
gages were  similarly  removed  from  the  property  subject  to  tax.  In 
1917,  mercantile  and  manufacturing  corporations  were  taken  out 
from  under  the  property  tax,  except  for  their  real  estate,  and  taxed 
on  income  instead.  In  1919,  the  personal  income  tax  was  enacted 
to  reach  salaries  and  intangible  wealth,  in  recognition  of  the  fact 
that  the  general  property  tax  could  not  fairly  and  successfully  reach 
these  important  taxable  resources.  Nor  should  I  fail  to  mention  the 
taxes  on  insurance  companies,  which  date  back  to  1881,  nor  the 
automobile  which  has  given  us  the  license  tax  and  the  gasoline  tax. 

With  the  decline  of  the  early  agricultural,  manufacturing  and 
trading  civilization,  and  the  rise  of  a  complicated  modern  commer- 
cial, financial  and  manufacturing  civilization,  it  is  only  natural  that 
the  state  should  have  outgrown  its  early  simple  property-tax  system. 

Research  and  Reporting 

The  state  of  New  York  has  done  more  intelligent  planning  and 
less  blind  experimenting  in  the  development  of  its  tax  system  than 
have  most  of  the  states  of  the  Union.  New  York  has  rendered  a 
notable  service  through  its  extensive  researches,  its  painstaking 
factual  analyses,  and  its  systematic  publications.  As  early  as  1650, 
the  New  Amsterdam  Dutch  instituted  a  tax  survey  before  they 
adopted  the  general  property  tax.  Secretary  Von  Tienhoven,  after 
studying  New  England,  reported,  "  all  the  property  and  means  of 
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the  people,  as  well  of  the  highest  as  of  the  lowest,  were  appraised 
by  the  magistrates  and  taxed,  according  to  each  man's  ability,  for 
the  payment  of  the  governor,  deputy  governor,  magistrates,  secre- 
taries, marshals,  constables,  military  officers,  ministers  and  school- 
masters, for  the  erection  of  churches,  schoolhouses  and  town 
edifices,  for  the  repairs  of  bridges,  for  the  erection  of  ordinaries 
for  travelers  of  the  University  of  Boston,  for  the  support  of  the 
General  Assembly  and  of  the  General  Court." 

The  significant  reports  have  come  in  recent  years.  Beginning 
with  the  Mills  Commission  in  1916-1917,  and  following  wiih  the 
Joint  Committee  on  Taxation  and  Retrenchment  under  the  guidance 
successively  of  State  Senators  Davenport,  Sheridan  and  Mastick, 
the  legislature  has  carried  on  for  a  dozen  years  a  series  of  studies 
in  tax  and  financial  administration  which  cannot  be  duplicated  in 
any  other  jurisdiction.  During  this  same  period,  the  New  York 
State  Tax  Department,  especially  under  the  leadership  of  Commis- 
sioner Graves  and  the  excellent  work  of  Deputy  Commissioner 
Howard,  have  issued  reports  and  conducted  analyses  of  great  im- 
portance. The  report  of  the  New  York  State  Tax  Department  is 
without  doubt  the  most  significant  and  valuable  tax  report  issued 
from  year  to  year  in  this  country.  It  is  no  accident  that  it  has  been 
adopted  by  this  association  as  the  model  for  other  departments. 

In  addition  to  these  tax  reports,  there  have  been  a  number  of 
other  studies  which  have  dealt  incidentally  with  the  tax  system, 
such  as  the  Freidsam  Commission  and  the  several  commissions 
which  have  dealt  with  the  finances  of  New  York  City,  especially 
Mayor  Mitchel's  Committee  and  Mayor  Walker's  Committee  under 
the  chairmanship  of  Lieutenant  Governor  Lehman. 

With  the  budget  system  and  the  habit  of  research  in  tax  matters, 
New  York  State  is  approaching  a  situation  where  it  can  plan  its 
expenditures  and  its  revenues  intelligently  in  advance,  gradually 
adapting  its  tax  system  to  meet  economic  changes  in  the  state. 

Development  of  State  Aid  and  Dividend  Taxes 

The  state  of  New  York  will  pay  out  this  current  year  some 
$90,000,000  in  state  aid  for  local  schools  in  accordance  with  its 
policy  of  equalizing  the  local  tax  burden  of  giving  each  child  in  the 
state  a  standard  free  education.  Localities  may  go  as  far  beyond 
this  standard  as  they  wish,  but  they  must  pay  for  the  excess  from 
additional  levies.  State  aid  for  highways  has  risen  to  some  $5,000,- 
000.  During  the  last  session  of  the  legislature,  in  the  effort  of 
granting  further  relief  to  the  local  taxpayer,  the  state  has  assumed 
the  entire  cost  of  building  county  highways,  relieving  the  counties 
of  their  former  35  per  cent  contribution ;  it  has  taken  over  a  larger 
share  of  the  cost  of  bridge-building  and  has  eliminated  the  town 
and  village  contribution   for  the  maintenance  of  state  and  county 
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highways;  and  has  cut  the  counties'  share  of  grade  eliminations 
from  10  per  cent  to  1  per  cent.  The  state  has  also  abandoned  the 
direct  state  tax  levy  for  the  current  year  as  a  companion  move  in 
this  series  of  new  laws  by  which  greater  burdens  have  been  assumed 
by  the  state. 

The  development  of  dividend  taxes  in  the  state  is  likewise  not- 
able. The  localities  now  receive  from  the  state  the  following  pro- 
portions of  state  taxes : 

The  corporation  income  tax  331^^  per  cent 

Bank  income  tax,  except  foreign  banks.  .  .  100        "       " 

Mortgage  tax 50 

Personal  income  tax    50  "       " 

Motor  vehicle  license  tax  25  "       " 

Gasoline  tax    25        "       " 

The  dividend  for  the  localities  as  a  result  of  these  taxes  has  been 
estimated  at  over  $80,000,000  for  the  current  year.  When  added 
together  with  the  state  aid  for  schools  and  for  highways,  the  total 
will  in  all  probability  exceed  $170,000,000,  or  a  half  of  the  total  tax 
receipts  of  the  state  government. 

New  York  State  has  entered  upon  this  policy  primarily  because 
the  financial  needs  of  the  various  governmental  units  do  not  coin- 
cide with  the  tax  resources  available.  All  but  a  few  of  our  10,000, 
more  or  less,  school  districts  are  too  small  to  pay  for  that  part  of 
the  state  educational  system  conducted  within  their  boundaries  in 
which  the  state  as  a  whole  has  an  interest. 

Under  modern  economic  conditions  the  business  activities  of  indi- 
viduals and  of  corporations  are  continually  broader  and  broader  in 
their  scope.  They  are  not  confined  to  single  villages,  cities  or 
counties.  Taxes  which  seek  to  reach  these  individuals  and  corpora- 
tions should  follow  these  broader  economic  boundaries,  and  should 
be  entrusted  for  their  administration  to  the  governmental  unit  which 
most  nearly  coincides  with  these  economic  areas.  In  the  case  of  all 
of  our  new  taxes  in  New  York  State  it  has  been  determined  that  no 
area  smaller  than  the  state  itself  could  satisfactorily  fill  this  eco- 
nomic need,  and  since  the  financial  need  of  the  localities  has  been 
even  more  pressing  than  the  need  of  the  state,  the  state  has  divided 
the  yield  of  the  new  taxes  with  the  localities. 

Though  the  development  of  dividend  taxes  has  been  an  important 
addition  to  the  tax  system  of  the  state,  we  here  in  the  state  are 
keenly  aware  that  the  problems  which  it  raises  will  require  a  great 
deal  of  experimentation  and  study.  There  is  no  more  important 
field  for  research  at  the  present  time.  Before  we  go  further,  we 
need  to  know  whether  dividend  taxes  and  state  aid  will  lessen  local 
responsibility  and  encourage  extravagance,  whether  governmental 
functions  should  be  redistributed  so  as  to  avoid  state  aid  and  divi- 
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dend  taxes,  and  what  is  the  meaning  and  the  effect  of  the  recent 
changes  adopted  in  England  and  in  Gei-many  in  this  field. 

Success  of  State  Tax  Administration 

It  is  almost  unnecessary  to  call  attention  to  the  outstanding  ad- 
ministrative success  which  has  been  achieved  by  the  New  York 
State  Tax  Department.  This  is  a  matter  of  greatest  moment  to  the 
student  of  public  finance.  Those  who  have  observed  the  department 
have  not  hesitated  to  regard  it  as  one  of  the  most  successful  tax 
departments  in  the  United  States.  The  department  is  organized 
under  a  singleheaded  commissioner  appointed  by  the  governor,  who 
is  responsible  for  the  administrative  and  executive  work  of  the  de- 
partment. With  him  are  associated  two  commissioners  who  serve 
under  his  direction  in  the  normal  work  of  the  department,  but  who 
sit  with  him  in  discharging  the  rule-making  and  quasi-judicial  func- 
tions of  the  department  and  in  making  equalizations.  Virtually  all 
of  the  tax  functions  of  the  state  are  brought  together  now  in  this 
single  department.  The  department  itself  has  been  gradually  re- 
organized into  appropriate  bureaus.  The  average  cost  of  collecting 
$100  of  revenue  through  the  tax  department  has  been  reduced  from 
$1.88  in  1922  to  $1.14  in  1927,  excluding  the  motor  vehicle  bureau, 
which  presents  a  somewhat  different  problem.  This  is  an  enviable 
record  and  one  that  deserves  a  great  deal  more  applause  than  it  has 
received  in  the  state  at  large.  The  department  has  developed  a  re- 
markable tax  library  and  has  contributed  through  its  statistical 
studies  and  through  its  annual  report,  which  I  have  already  men- 
tioned, matter  of  the  greatest  importance  to  the  people  of  the  state. 

Reciprocity 

The  state  of  New  York  has  definitely  adopted  a  policy  of  reci- 
procity in  its  tax  legislation.  This  is  seen  in  the  inheritance  tax 
legislation,  in  the  reciprocal  exemption  of  non-residents  under  the 
personal  income  tax,  and  in  the  apportionment  rules  which  have 
been  adopted  in  the  assessment  of  special  franchises,  and  also  in 
the  administration  of  the  corporate  income  tax.  The  state  of  New 
York  has  fortunately  been  in  such  a  strong  financial  position  that  it 
has  not  been  seriously  tempted  to  reach  out  and  tax  other  jurisdic- 
tions through  its  own  tax  legislation. 

The  Failure  of  Local  Tax  Administration 

The  New  York  State  assessment  law  requires  assessors  to  list  all 
taxable  property  at  full  value.  The  purpose  of  this  requirement  is 
to  produce  uniformity  in  assessment  and  a  fair  distribution  of  taxes 
as  between  different  taxpayers.  In  order  to  correct  inequalities  that 
may  exist  within  tax  jursidictions,  tax  hearings  are  provided  by 
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law;  to  correct  inequalities  as  between  localities,  county  equaliza- 
tion has  been  established;  and  in  order  to  correct  inequalities  be- 
tween counties,  there  is  state  equalization.  As  a  means  of  en- 
couraging better  assessments,  the  state  has  made  it  possible  for 
municipalities  to  eliminate  elected  boards  of  assessors  and  substitute 
a  single  appointed  assessor.  A  similar  advance  has  been  made  in 
village  government.  And  to  cap  the  climax,  New  York  State 
actually  bribes  the  localities  to  assess  property  at  full  value  through 
its  distribution  bC  the  local  share  of  the  income  tax  in  proportion 
to  the  assessed  value  of  taxable  real  estate.  Each  year  the  state  tax 
department  calls  the  assessors  together  in  convention  and  endeavors 
to  improve  the  technique  of  assessment.  The  department,  also, 
assigns  its  own  experts  to  local  departments  of  taxation  for  the 
assessment  of  unusual  types  of  property  where  this  is  desired.  One 
of  the  important  studies  of  the  legislative  committee  contains  a 
survey  of  assessment  methods  and  suggestions  for  the  improvement 
of  local  tax  administration.  But  with  all  this,  the  state  of  New 
York  is  very  far  indeed  from  achieving  substantial  fairness  in  local 
assessments.  The  discrimination  as  between  individuals  unques- 
tionably represents  many  millions  of  dollars.  Assessments  in  some 
jurisdictions  are  evidently  still  political,  and  equalization  in  many 
counties  is  still  a  matter  of  political  power,  tempered  by  the  fear  of 
certiorari  proceedings.  The  underlying  reasons  for  this  unsatisfac- 
tory condition  are  partly  to  be  found  in  the  continuation  of  the 
vestiges  of  the  unenforcible  personal  property  tax;  in  the  con- 
tinuation of  administrative  districts  which  are  far  too  small  for 
efficient  administration;  in  the  failure  of  the  state  at  large  to  recog- 
nize that  the  assessment  of  property  for  taxation  is  fully  as  much 
a  professional  task  as  the  provision  of  police  protection  and  fire 
protection;  and  finally,  the  general  attitude  of  neglect  which  the 
citizens  at  large  and  the  legislature  have  maintained  towards  local 
tax  administration.  In  view  of  the  fact  that  almost  three-fourths 
of  the  taxes  of  the  state  are  derived  from  the  property  tax,  it  would 
seem  essential  that  this  tax  above  all  others  should  be  placed  upon 
an  efficient  administrative  basis. 

I  have  endeavored  to  present  for  your  consideration  first  a  brief 
outline  of  the  tax  system  of  the  state  of  New  York,  and  second  to 
comment  on  the  features  of  the  tax  system  which  are  of  particular 
interest  to  the  student  and  research  investigator.  I  hope  that  what 
I  have  said  will  serve  to  fill  out  the  picture  which  will  be  presented 
from  other  points  of  view  by  those  who  follow. 

Chairman  Mastick:  In  view  of  the  very  modest  claims  for  per- 
fection of  the  New  York  tax  system,  its  departments  and  adminis- 
tration,  by   Dr.   Gulick,    I   suggest   that  he   is   a   resident  of   New- 
Jersey,  so  that  his  judgment  in  the  matter  is  entirely  unbiased,  and 
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we  accept  it  in  New  York  as  a  compliment  to  our  discrimination  in 
tax  matters.  Now,  he  has  said  that  we  are  to  collect  a  share  from 
taxpayers,  about  a  billion  dollars  in  New  York  State.  We  have  a 
taxpayer  here  who  will  represent  those  who  pay  that  billion  dollars. 
We  have  several  pictures  of  the  taxpayer  in  our  mind.  We  have 
the  plethoric  taxpayer,  and  we  have  the  poor  taxpayer.  We  can, 
ourselves,  conceive  what  sort  of  a  mental  image  those  two  repre- 
sentatives of  the  taxpayers  would  make  on  our  minds.  I  leave  you 
to  see  to  which  of  the  classes  the  taxpayer  belongs.  Our  next 
speaker  is  Mr.  Charles  J.  Tobin,  of  x\lbany,  former  president  of  the 
New  York  State  Tax  Association,  and  one  of  our  very  well-known 
tax  experts,  in  spite  of  being  a  taxpayer. 

Charles  J.  Tobin  (New  York)  :  Mr.  Chairman  and  Mr.  Presi- 
dent :  I  think  the  chairman  has  made  my  task  hard.  I  hope  when 
I  am  finished  that  you  will  at  least  be  able  to  say  that  I  have  tried 
to  represent  the  taxpayer  in  a  fair  way.  The  subject  was  assigned 
to  me,  and  I  shall  endeavor  to  address  myself  along  those  lines. 

THE  NEW  YORK  STATE  TAX  SITUATION  AS  VIEWED 
BY  THE  TAXPAYER 

CHARLES   J.   TOBIN 

Of  the  New  York  State  Bar 

Former  Counsel  of  the  New  York  State  Tax  Commission,  and 

Past  President  of  the  New  York  State  Tax  Association 

Introductory  Remarks 

The  state  of  New  York  developed  from  a  sparsely-settled  agricul- 
tural and  trading  settlement  to  a  densely-populated  industrial  and 
commercial  state.  In  the  transition  new  types  of  wealth  have  been 
created;  enormous  reservoirs  of  intangible  personal  property  and 
tremendous  corporations  have  arisen ;  public  franchises  have  come 
into  existence ;  the  entire  banking  system  has  been  erected.  Parallel 
with  this  development  there  have  been  no  less  startling  social 
changes.  The  industrial  era  and  immigration  have  created  a  large 
class  of  wage-earners,  while  the  development  of  corporations  with 
their  staffs  has  created  a  new  prosperous  but  salaried  class.  Polit- 
ical changes  of  importance  have  naturally  occurred.  The  property 
qualification  of  voters  has  been  abolished  and  women  have  been 
admitted  to  the  suffrage.  The  vast  extension  of  the  direct,  regula- 
tory and  welfare  services  of  state  and  local  government  have  not 
only  increased  the  demand  for  public  revenues,  but  have  also 
changed  the  character  of  government. 

Economic,  social  and  political  changes  have  resulted  in  a  gradual 
development  of  the  tax  system  of  the  state.  The  original  general 
property  tax  was  gradually  expanded  as  new  types  of  property  de- 
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veloped.  When  corporations  arose,  the  effort  was  made  to  tax 
them  just  like  individuals.  Intangible  personal  property,  repre- 
sented by  stock,  bonds  and  mortgages,  was  treated  like  horses  and 
cattle  as  far  as  taxation  was  concerned.  When  the  new  salaried 
and  professional  classes  arose  the  effort  was  still  made  to  distribute 
the  tax  burden  on  the  basis  of  property  ownership  though  these 
groups  held  almost  no  property. 

In  1823  corporations  were  specifically  recognized  for  purposes  of 
taxation,  and  were  to  be  assessed  for  their  real  estate  and  capital 
stock.  In  1853  it  was  also  provided  that  corporate  surpluses  should 
be  taxed.  In  1860  and  1881  very  extensive  changes  were  made  in 
the  tax  system  as  a  means  of  requiring  the  corporations  to  pay  a 
greater  share  of  the  tax  burden.  The  annual  franchise  tax  on  cor- 
porations was  adopted  in  1880,  and  as  a  part  of  the  same  tax-reform 
movement  franchise  taxes  were  placed  upon  transportation,  trans- 
mission and  insurance  companies.  The  franchise  tax  upon  public 
utilities  and  elevated  railroads  was  added  in  1896.  The  inheritance 
tax  first  went  into  effect  in  1886.  In  1899  the  tax  on  special  fran- 
chise was  established  as  a  result  of  Governor  Roosevelt's  personal 
pressure  upon  the  legislature  and  the  public  demand  for  the  ade- 
quate taxation  of  the  right  to  use  the  streets.  The  bank  stock  tax 
enacted  in  1901  removed  bank  stock  from  taxation  under  the  gen- 
eral property  tax.  In  1905  the  same  policy  was  adopted  with  regard 
to  mortgages,  and  a  recording  tax  was  established  in  place  of  their 
taxation  as  personal  property.  A  flat  tax  on  stock  transfers  came  in 
1911.  The  next  significant  change  in  the  state  tax  system  came  in 
1917  with  the  establishment  of  a  tax  on  manufacturing  and  mer- 
cantile corporations  based  upon  their  net  income  in  lieu  of  personal 
property  and  capital  stock  taxes  previously  imposed  under  the  gen- 
eral property  tax.  In  1919  this  tax  was  extended  to  include  all 
domestic  and  foreign  corporations  except  those  already  taxed  under 
certain  other  provisions,  holding  companies  and  real  estate  com- 
panies.    In  1919,  the  personal  income  tax  was  adopted. 

In  1923  the  legislature  repealed  the  one  per  cent  ad  valorem  tax 
on  national  and  state  banks  due  to  the  old  taxing  act  having  been 
declared  unconstitutional  and  substituted  a  so-called  "  money  cap- 
ital "  tax,  which  likewise  had  to  be  abandoned  as  to  banks.  In  1927 
state  and  national  banks,  trust  companies  and  other  financial  insti- 
tutions were  made  to  pay  a  tax  based  on  net  income.  In  1928  a 
revamping  of  death  taxes  by  establishing  an  estate  tax  and  reci- 
procity to  non-residents  on  intangible  personal  property. 

Expenditures 

In  considering  the  tax  situation,  the  question  of  government  ex- 
penditures becomes  of  first  importance.  When  expenses  are  in- 
creasing,  sufficient   additional    revenue   must   be   obtained  to   meet 
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these  expenditures,  and  conversely,  any  reduction  in  the  amount  of 
revenue  must  be  preceded  by  corresponding  reduction  in  expen- 
ditures. 

The  total  cost  of  all  government,  national,  state  and  local,  as  is 
well  known,  has  increased  in  an  astounding  degree.  During  the 
war,  the  expenditures  of  the  national  government  were  enormous, 
but  shortly  after  the  close  of  hostilities,  these  expenditures  de- 
creased rapidly.  According  to  the  best  statistics  available,  collec- 
tions by  all  taxing  units  (federal,  state  and  local)  in  1890  amounted 
to  .85  billions;  1913,  2.9  billions;  in  1923,  7  billions;  1924,  7.8  bil- 
lions; in  1925,  7.9  billions,  and  in  1926,  8.5  billions. 

The  total  taxes  raised  by  New  York  State  during  the  years  1913, 
1917,  1923  and  1927  were': 


Taxes  Levied  For 


1927 


1923 


1917 


'9 '3 


Federal  government . .      $815,905,322      $716,543,843  $2[  1,995,219    $77,833,489 

Nev\  York  State ;       i84,832,86j 

Local  govirnments  in 


New  York  State  .  • .        688,106,582 


Total 


M77.623|     5M6o,221      437'5'3^ 
546,085,2261    309,551,438    291,226,682 


$1,688,844,767  $  1 ,35 1 ,  106,692  $57:,707,878  $41 2,775,555 


Due  to  differences  in  functions,  little  is  to  be  gained  by  comparing 
revenues  or  expenditures  of  local  units  with  those  of  federal  or 
state  government  and  local  government — county,  state,  towns,  town- 
ship and  independent  units  of  special  districts  have  distinctive  taxa- 
tion problems  of  their  own.  All  these  problems  are  accentuated 
and  the  successful  treatment  of  them  is  rendered  difficult  by  lack  of 
uniformity  in  laws,  local  procedure  and  administrative  practices,  and 
by  the  fact  that  many  of  these  taxing  units  are  overlapping.  Many 
local  government  functions  perform  services  outside  the  normal 
scope  of  larger  units  and  their  relationship  to  the  individual  and 
citizen  is  different  from  that  of  state  or  national  government. 

Taxable  ability  is  likewise  greatly  increased.  The  population  of 
the  state  has  greatly  increased,  the  purchasing  power  of  the  dollar 
has  decreased,  the  standard  of  living,  which  is  always  a  reflection 
in  the  cost  of  government,  is  on  a  higher  plane,  and  other  factors, 
such  as  the  advent  of  the  automobile,  have  called  for  additional  ex- 
penditures. Highway  and  public  education  have  accounted  for  the 
major  portion  of  the  increases,  and  as  communities  change  from 
primitive  conditions  to  a  more  highly  organized  social,  industrial 
and  commercial  state,  greater  demand  is  made  on  government  for 
governmental  services  along  all  lines,  particularly  welfare  and  rec- 
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reation.     So  it  seems  reasonable  to  say  that  state  and  local  expendi- 
tures and  taxes  will  continue  to  increase  in  future  years. 

In  the  meantime,  the  wealth,  the  income  and  the  ability  of  the 
American  people  to  pay  taxes  has  greatly  increased.  Nevertheless 
the  increase  in  public  expenditures  and  taxes  has  been  more  rapid 
than  the  increase  in  population,  the  wealth  or  social  income  of  the 
state  and  country. 

The  Tax  Situatiox 

The  taxing  power,  that  is  the  power  to  levy  contribution  for 
public  purposes,  is  inherent  in  the  legislature,  and  is  unlimited 
except  by  constitutional  restriction.  The  general  power  to  tax  in- 
cludes the  power  to  assess  for  taxation,  as  that  is  an  incident  to  the 
apportionment  of  taxes,  which  in  turn  is  a  part  of  the  power  to  tax. 

This  power  to  apportion  taxes  is  as  broad  as  the  taxing  power 
and  subject  only  to  the  same  constitutional  limitations.  While  there 
are  the  same  limitations  upon  the  legislature  preventing  it  from 
delegating  their  taxing  power,  as  applied  to  other  legislative  powers, 
it  may  delegate  to  a  municipality  the  power  to  tax  for  the  expenses 
of  local  government. 

But  no  such  power  exists  unless  it  is  distinctly  conferred  by  legis- 
lative authority.  In  order  to  ascertain,  therefore,  the  boundaries  of 
legislative  power  with  respect  to  taxation,  it  is  necessary  only  to 
examine  the  restrictions  placed  upon  it  by  the  United  States  and 
the  state  constitutions.  If  those  fundamental  laws  are  silent,  the 
power  exists. 

United  States  Constitution 

One  limitation  of  the  United  States  Constitution  which  restricts 
the  state's  taxing  power  is  the  requirement  that  no  person  shall  be 
deprived  of  propery  without  due  process  of  law;  nor  shall  private 
property  be  taken  for  public  use  without  just  compensation.  (5th 
and  14th  Amendments.) 

Nezv  York  Constitution 

Every  law  which  imposes,  continues  or  revives  a  tax  shall  dis- 
tinctly state  the  tax  and  the  object  to  which  it  is  to  be  applied;  and 
it  shall  not  be  sufficient  to  refer  to  any  other  law  to  fix  such  tax  or 
object.  (Constitution,  Article  3,  section  24.)  This  is  not  so  much 
a  restriction  upon,  as  a  regulation  of  the  power  to  tax  and  applies 
onlv  to  general  taxation  upon  all  property  in  the  state  as  distin- 
guished from  local  taxes. 

The  requirement  that  property  shall  not  be  taken  without  "  due 
process  of  law  "  makes  it  essential  that  the  taxpayer  shall  have 
some  opportunity  to  be  heard  before  some  tribunal  upon  questions 
of   ownership,   valuations   and   taxable   character   of   his   property. 
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But  this  due  process  of  law  provision  does  not  mean  necessarily 
application  to  a  court. 

The  constitution  does  not  require  that  taxation  shall  be  general 
so  as  to  embrace  all  taxable  persons  within  the  state  or  within  any 
tax  district  or  territorial  division  of  the  state,  nor  that  it  sliall  be 
equal,  or  in  proportion  to  the  value  of  property.  (People  ex  rcl. 
Griffin  v.  Mayor  of  Brooklyn,  4  N.  Y.  419;  Town  of  Guilford  v. 
Supervisor,  13  N.  Y.  143.)  Nor  does  it  require  an  adjustment  of 
taxes  upon  a  basis  of  benefits  received  by  the  several  taxpayers. 
(People  c.v  rcl.  Griffin  z'.  Mayor  of  Brooklyn,  supra.) 

Exemption  from  taxation  can  be  directed  by  the  legislature,  but 
only  by  general  legislation,  as  in  the  year  1901,  Section  18  of  Ar- 
ticle 3  of  the  constitution  was  amended  so  as  to  prohibit  the  legis- 
lature from  passing  a  private  or  local  bill  "  granting  to  any  person, 
association,  firm  or  corporation  an  exemption  from  taxation  on  real 
or  personal  property." 

The  subject  of  this  restriction,  the  power  to  exempt  property 
from  taxation,  is  unlimited  by  the  constitution  and  the  question  of 
the  extent  to  which  it  shall  be  exercised  is  one  of  state  policy  in 
regard  to  which  the  legislature  is  the  sole  judge.  (Dyker  Meadow 
Land  Co.  V.  Cook,  3  App.  Div.  164,  aff'd  159  N.  Y.  6.) 

The  Tax  Law 

I.  Real  and  Personal  Property 

1.  The  general  property  tax,  like  the  poor,  has  always  been 
with  us.  It  is  coeval  with  the  foundation  of  the  state  govern- 
ment. It  is  the  mainstay  of  the  local  units  of  state  govern- 
ment ;  and  the  state,  also,  has  recourse  to  this  source  when  the 
need  arises. 

2.  The  term  "  general  property  "  includes  both  real  and  per- 
sonal property.     Art.  1,  sec.  3  of  the  tax  law  states  that: 

"  Sec.  3.  All  real  property  within  this  state,  and  all  per- 
sonal property  situated  or  owned  within  this  state,  is  taxable 
unless  exempt  from  taxation  by  law." 

Non-resident,  as  well  as  residents,  come  within  the  purview 
of  the  tax  law.     Art.  1,  sec.  7  states  that: 

■'  Sec.  7.  Non-residents  of  the  state  doing  business  in  the 
state,  *  *  *  shall  be  taxed  on  the  capital  invested  in  the 
business,  as  personal  property." 

Certain  exemptions  under  the  head  of  religious,  educational 
and  charitable  are  allowed.  Money  and  intangible  personalty 
are  exempt  and,  also,  the  tangible  personal  property  of  business 
corporations  and  financial  companies,  registered  motor  vehicles, 
except  those  of  manufacturers  and  dealers. 
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The  personal  property  of  individuals  may  also  be  considered 
as  exempt,  as  its  taxation  is  "  honored  more  in  the  breach  than 
the  observance."  The  general  property  tax  falls,  therefore,  on 
real  property,  including  special  franchises,  tangible  personalty 
of  a  few  individuals,  partnerships  and  public  utilities. 

The  measure  of  the  tax  on  real  and  personal  property  is  the 
value  of  such  property.  Art.  1,  sec.  6  of  the  tax  law  states: 
"Sec.  6.  All  real  and  personal  property  subject  to  taxa- 
tion shall  be  assessed  at  the  full  value  thereof,  provided, 
however,  that  the  owner  of  personal  property  shall  be  allowed 
a  deduction  from  the  full  value  of  all  his  taxable  personal 
property,  to  the  extent  of  the  just  debts  owing  by  him." 

The  law  of  the  state  requires  assessment  for  tax  purposes  at 
full  value,  which  may  be  taken  to  mean  at  "  full  cash  or 
market  value,''  but  it  does  not  instruct  the  assessor  as  to  the 
proper  methods  for  determining  such  value.  The  valuation  of 
real  estate  is  recognized,  therefore,  to  be  a  matter  of  opinion. 
The  present  system  does  not  accomplish  the  legal  and  moral 
requirement  of  assessment  at  full  value. 

II.  Administration 
A.  State 

1.  Centralized  administration  of  tax  was  effected  in  1921  by 
Chs.  90.  443  and  445. 

(1)  In  this  year,  1921,  the  administration  of  the  inheri- 
tance tax,  the  personal  income  tax,  the  stock  transfer  tax, 
the  motor  vehicle  tax.  and  the  corporation  franchise  taxes 
was  turned  over  to  the  state  tax  commission. 

(2)   Prior  to  1921  the  state  tax  commission  administered: 

(a)  The  general  property  tax. 

(b)  The  special  franchise  tax. 

(c)  The  mortgage-recording  tax. 

2.  In  1926  the  present  state  department  of  taxation  and 
finance  was  created,  commissioner  appointed  by  the  governor, 
the  law  becoming  effective  January  1,  1927. 

(1)  This  new  law  of  1926  continued  the  centralized  ad- 
ministration and  supervision  of  the  assessment  and  collec- 
tion of  taxes,  designated  the  tax  commissioners,  the  state 
board  of  equalization,  and  added  the  supervision  of  the 
spending  of  the  taxes  collected. 

A.  That  is  to  say:  the  present  department  of  taxation  and 
finance  has  supervision  of  : 
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(a)  The  moneys  in  the  state  treasury. 

(b)  The  state  teachers"  retirement  fund. 

(c)  The  state  employees'  retirement  and  pension  fund. 

(d)  The  canal  fund. 

B.  Local 

1.  Assessors — how  chosen. 

a.  Elected. 

b.  Appointed  in  larger  cities. 

2.  County  board  of  equalization. 

a.  Such  board  is  composed  of  the  board  of  supervisors 
of  the  county;  or,  three  persons  appointed  by  the 
board  of  supervisors  or  county  judge,  two  of  whom 
shall  not  be  members  of  the  board  of  supervisors. 

C.  Machinery  of  Aduiinistration  of  Taxes 

1.  State  taxes. 

a.  The  state  department  of  taxation  and  finance  exer- 
cises administrative  supervision  over  the  assessment 
and  collection  of  taxes;  visits  each  county,  at  least 
once  in  two  years,  in  the  interest  of  better  tax 
methods;  may  compel  a  reassessment  of  property; 
also,  sits  as  a  state  board  of  equalization. 

b.  The  state  department  of  taxation  and  finance  assesses 
and  collects  the  taxes  laid  on  certain  corporations  and 
utilities  noted  in  Articles  9,  9-A,  9-B,  9-C,  10  and 
10-A  (the  inheritance  tax  on  residents  is  assessed  by 
the  surrogate  but  collected  bv  the  tax  commission), 
10-B.  12,  12-A,  16. 

c.  Special  franchise  tax  is  assessed  by  state  tax  com- 
mission. 

d.  Miscellaneous  state  taxes  and  fees. 

(1)  The  state  superintendent  of  insurance  levies 
and  collects  certain  taxes  on  insurance  corporations. 

(2)  The  secretary  of  state  levies  and  collects  cer- 
tain license  fees  on  real-estate  brokers  and  on  billiard 
halls,  and  the  tax  on  corporation  organization. 

(3)  Commissioner  of  motor-vehicles  levies  and  col- 
lects registration  fees  on  motor  vehicles  and  operators' 
licenses. 

(4)  Conservation  commissioner  levies  and  collects 
the  tax  on  shellfish  grounds. 

2.  Local  taxes. 

a.  The  general  property  tax  is  assessed  locally  by  the 
local   assessors.     Thev   also   review   assessments   and 
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hear  complaints.  They  file  the  corrected  tax  roll  with 
the  city  clerk  or  the  town  clerk  as  the  case  may  be. 
The  tax  roll  is  later  filed  with  the  supervisor  of  the 
tax  district  in  a  city,  or  with  the  town  supervisor. 

b.  The  tax  roll  is  equalized  by  the  county  board  of  equal- 
ization. This  board  is  composed  of  the  board  of 
supervisors  of  the  county;  or,  such  board  of  super- 
visors may  appoint  three  persons  to  act  as  commis- 
sioners of  equalization. 

c.  The  tax  levy  for  cities  and  villages  is  made  by  the 
local  legislative  bodies. 

The  tax  levy  for  county  and  town  purposes  is  made 
by  the  board  of  supervisors. 

The  tax  levy  for  school  purposes  is  made  by  school 
boards  in  certain  jurisdictions. 

The  collection  of  taxes  is  made  by  collectors  and  re- 
ceivers of  taxes. 

d.  The  mortgage  tax  is  assessed  and  collected  by  the 
recording  officer  of  the  county. 

III.  Taxes  Lez'icd  and  Collected  by  the  State 
A.  For  the  Benefit  of  the  State 

1.  Tax  on  Corporation  Organization 

(Art.  9,  Sec.  180^  Tax  Law) 

Every  stock  corporation  incorporated  under  any  law 
of  the  state  is  required  to  pay  a  tax  of  one-twentieth  of 
one  per  cent  upon  the  amount  of  the  par  value  of  its 
authorized  capital  stock.  If  no  designated  or  par  value, 
the  rate  of  tax  on  such  stock  shall  be  five  cents  a  share. 
In  no  case  shall  tax  be  less  than  $10. 

Proceeds  of  tax  payable  into  the  state  treasury  for 
benefit  of  state. 

Tax  is  assessed  and  collected  by  secretary  of  state. 

2.  License  Fee  or  Tax  on  Foreign  Corporations 

(Art.  9.  Sec.  181,  Tax  Law) 

For  the  privilege  of  doing  business  in  the  state  every 
foreign  corporation,  with  certain  exceptions,  such  as 
banking,  insurance,  and  building  and  loan,  shall  pay  a 
license  fee  of  one-eighth  of  one  per  cent,  to  be  computed 
on  the  basis  of  the  capital  stock  employed  in  state  during 
first  year  of  business  and  any  increase  of  such  stock 
thereafter. 

Proceeds  payable  into  state  treasury  for  benefit  of  the 
state. 

Tax  is  assessed  and  collected  bv  state  tax  commission. 
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3.  Franchise  Tax  on  Doiiiestic  a)id  Foreign   Corporations 

(Art.  9,  Sec.  182,  Tax  Law) 

Every  domestic  corporation  for  the  privilege  of  exer- 
cising in  the  state  its  corporate  franchise  or  holding 
property;  and  every  foreign  corporation,  for  the  privi- 
lege of  doing  business  or  holding  property  in  the  state, 
shall  pay  an  annual  tax  to  be  computed  upon  the  basis 
of  the  amount  of  its  capital  stock  within  the  state  during 
preceding  year.  If  dividends  amount  to  six  per  cent  or 
more,  the  rate  of  tax  to  be  one-quarter  of  a  mill  for  each 
one  per  cent  of  dividends  made  or  declared.  In  any 
event,  every  such  corporation  to  pay  a  minimum  tax  of 
not  less  than  $10  nor  less  than  one  mill  on  each  dollar 
of  the  net  value  deemed  to  be  not  less  than  $5  a  share. 

Proceeds  of  this  tax  payable  into  state  treasury. 

Tax  is  assessed  and  collected  by  state  tax  commission. 

4.  Additional  Franchise  Tax  on  Transportation  and  Trans- 

mission Corporations 

(Art.  9,  Sec.  184.  Tax  Law) 

Corporations  such  as  steam  surface  railroad,  canal, 
steamboat,  ferry,  express,  navigation,  pipe-line,  transfer, 
baggage  express,  telegraph,  telephone,  palace  car  or 
sleeping  car,  and  other  transportation  corporations  not 
liable  to  taxation  under  Art.  9,  Sees.  185,  186,  to  pay  an 
annual  excise  tax  or  license  fee  equal  to  five-tenths  of 
one  per  cent  upon  its  gross  earnings  within  the  state. 

The  proceeds  payable  into  state  treasury. 

Tax  is  assessed  and  collected  by  state  tax  commission. 

5.  Additional  Franchise  Tax  on  Elevated,  Snhivay  or  Sur- 

face Railroads  Not  Operated  by  Steam 
(Art.  9,  Sec.  185.  Tax  Law)" 

These  companies  pay  an  annual  tax  which  shall  be 
five-tenths  of  one  per  cent  upon  its  gross  earnings  from 
all  sources  within  the  state.  Any  such  company  whose 
property  is  leased  to  another  railroad  corporation  shall 
only  be  required  to  pay  a  tax  of  three  per  cent  upon 
dividends  in  excess  of  four  per  cent. 

Proceeds  paid  into  state  treasury. 

Tax  is  assessed  and  collected  by  state  tax  commission. 

6.  Francliise  Tax  on  JVater,  Gas,  Electric  or  Steam  Heat- 

ing, Lighting  or  Pozver  Companies 
(Art.  9.  Sec.  186,  Tax  Law) 
These  companies  pay  an  annual  tax  of  five-tenths  of 
one  per  cent  upon  gross  earnings  from  all  sources  within 
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the  state,  and  three  per  cent  upon  the  amount  of  divi- 
dends declared  or  paid  in  excess  of  four  per  cent  upon 
the  actual  amount  of  paid-up  capital  employed  in  the 
state. 

Proceeds  payable  into  state  treasury. 

Tax  is  assessed  and  collected  by  state  tax  commission. 

7.  Franchise  Tax  on  Insurance  Companies 

(Art.  9,  Sec.  187.  Tax  Law) 

The  tax  is  one  per  cent  tax  on  insurance  companies  on 
the  excess  of  gross  premiums  over  deductions.  On  non- 
state  fire  and  marine  the  rate  of  tax  is  five-tenths  of  one 
per  cent. 

The  proceeds  are  paid  into  the  state  treasury. 

Tax  is  assessed  and  collected  by  state  tax  commission. 

8.  FrancJiisc  Tax  on  Sa-c'ings  Banks 

(Art.  9.  Sec.  189,  Tax  Law) 
The  tax  is  one  per  cent  on  the  par  value  of  the  surplus 
and  undivided  earnings  of  savings  banks. 

The  proceeds  are  paid  into  the  state  treasury. 
Tax  is  assessed  and  collected  by  the  state  treasury. 

9.  TJie  Transfer  or  Inheritance  Tax 

(Arts.  10  and  10-A,  Tax  Law) 

The  proceeds  of  the  inheritance  tax,  on  both  resident 
and  non-resident,  inure  to  the  benefit  of  the  state. 

The  inheritance  tax  on  residents  is  assessed  by  surro- 
gate;  on  non-residents  by  the  state  tax  commission, 
which  collects  both. 

10.  Estate  Tax 

(Art.  10-B,  Tax  Law) 
The  proceeds  of  the  estate  tax,  which  is  a  progressive 
or  graduated  tax  on  the  transfer  of  the   net   estate  in 
excess  of  $200,000,  all  goes  to  the  state. 

11.  Stock  Transfer  Tax 

(Art.  12,  Sec.  270,  Tax  Law) 

Stock  transfer  tax  of  two  cents  on  each  $100  or  frac- 
tion thereof  of  the  face  value  of  the  stock,  or,  if  the 
stock  has  no  face  value,  it  is  two  cents  a  share. 

Proceeds  of  this  tax  goes  to  the  state. 

Tax  is  assessed  and  collected  by  state  tax  commission. 
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12.  Foreign  Iiisiirancc  Corporations 

(Sec.  34.  Insurance  Law) 

Basis  of  tax 

Privilege  of  doing  business  in  the  state 
Measure  of  tax 

Premiums  placed  in  the  state. 
Rate  of  tax 

One  to  two  per  cent,  depending  on  type  of  insurance 

and  on  place  of  incorporation. 
Disposition  of  tax 

Proceeds  payable  into  state  treasury  for  benefit  of  state. 
Administration 

Superintendent  of  Insurance. 

13.  On  Undej'writing  Profit  on  Marine  Insurance 

(Sec.  169-a,  Insurance  Law) 
Basis  of  tax 

Privilege  of  doing  business  in  state. 
jNIeasure  of  tax 

Underwriting  profit  on  business  in  state. 
Rate  of  tax 

Five  per  cent. 
Disposition  of  tax 

Proceeds  of  tax   payable   into  the   state  treasury   for 

benefit  of  state. 
Administration 

Superintendent  of  Insurance. 

14.  Shellfish  Grounds 

(Sec.  308,  Conservation  Law) 

Basis  of  tax 

Shellfish  grounds  owned,  leased  or  possessed. 
IMeasure  of  tax 

Acreage. 
Rate  of  tax 

Twenty-five  cents  per  acre. 
Disposition  of  tax 

Proceeds  payable  into  state  treasury  for  benefit  of  state. 
Administration 

Conservation  Commissioner. 

B.  For  the  Benefit  of  the  State  and  the  Locality 
1.  General  Property  Tax 

(Arts.  1-5,  Tax  Law) 
A  tax  on   real  property   including   special    franchises. 
Tangible    personalty    of    individuals,    partnerships    and 
public  utilities. 
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The  tax  is  on  the  vakie  of  the  property. 

The  rate  is  fixed  locally  and  by  the  state  to  meet 
budget  needs. 

Proceeds  are  payable  part  to  state  and  part  to  counties. 

Assessed  Ly  local  assessors,  but  special  franchise  by 
state  tax  commission.  Levy  of  tax  by  state  and  locality 
and  collected  locally. 

2.  Franchise    Tax   on   Business   Corporations  —  Botli   Do- 

mestic and  Foreign 
(Art.  9- A,  Tax  Law) 

On  domestic  corporations  for  privilege  of  exercising 
franchise ;  on  foreign  for  the  privilege  of  doing  business 
in  the  state. 

Two-thirds  of  the  4^4  per  cent  franchise  tax  on  net 
income  of  business  corporations  are  paid  into  state 
treasury. 

One-third  of  the  4^/2  per  cent  franchise  ta.x  on  the  net 
income  is  paid  to  locality. 

Tax  is  assessed  and  collected  by  state  tax  commission. 

3.  Franchise  Tax  on  State  Banks,  Trust  Companies  and 

F inane iM  Corporations 
(Art.  9-B.  Tax  Law) 
The  proceeds  of  the  4^^  per  cent  franchise  tax  based 
on  net  income  of  foreign  concerns  go  to  state. 

The  proceeds  of  the  4^^  per  cent  franchise  tax  based 
on  net  income  of  domestic  concerns  go  to  localities  in 
which  such  domestic  concerns  are  located. 

Tax  is  assessed  and  collected  by  state  tax  commission. 

4.  Mortgage  Tax 

(Art.  IL  Sees.  253.  261.  Tax  Law) 
Mortgage  tax  is  50  cents  for  each  $100  and  each  re- 
maining fraction  thereof  of  the  value  of  the  debt  secured. 
One-half  of  tax,  after  deduction  of  certain  expenses, 
goes  to  the  state  to  be  paid  into  state  treasury  and  the 
remaining  one-half  to  the  counties. 

Tax  is  assessed  and  collected  by  the  recording  officer 
of  the  county. 

5.  Income  Tax — Personal 

(Art.  16,  Sec.  382.  Tax  Law) 
The  statute  imposes  a  tax  on  individuals  and  on  certain 
estates  and  trusts.  The  rates  are  1%  of  the  amount  of 
net  income  not  exceeding  $10,000;  2%  of  the  amount 
of  net  income  in  excess  of  $10,000,  but  not  in  excess 
of  $50,000;  3%  of  the  amount  of  net  income  in  excess 
of  $50,000. 
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The  statute  follows  generally  the  Federal  Income  Tax 
Law  except  for  the  fact  that  the  exemptions  under  this 
act  are  $2,500  in  the  case  of  a  single  person ;  $4,000  to 
a  married  person  Hving  with  husband  or  wife,  or  in  the 
case  of  the  head  of  a  family,  and  $400.00  for  each  de- 
pendent. 

(1)  Benefit  of  state  —  $250,000  set  aside  for  refund 
purposes,  then  one-half  of  the  remainder  goes  to  state  to 
the  credit  of  the  general  fund. 

(2)  Benefit  to  localities — one-half  of  income  tax  pro- 
ceeds paid  to  treasurers  of  the  several  counties  in  pro- 
portion that  the  assessed  valuation  of  the  real  property 
of  each  county  bears  to  the  aggregate  assessed  valuation 
of  the  real  property  of  the  state.  The  county  treasurer 
apportions  the  amount  received  among  the  several  towns 
and  cities  in  proportion  that  the  assessed  valuation  of  the 
real  property  of  each  town  or  city  bears  to  the  aggregate 
assessed  valuation  of  the  real  property  of  the  county. 
(Sec.  382,  Tax  Law.) 

Tax  is  assessed  and  collected  by  state  tax  commission. 

6.  Tax  on  Gasoline 

(Art.  12-A,  Tax  Law) 

For  the  privilege  of  selling  gasoline  there  is  laid  a  tax 
of  two  cents  a  gallon. 

Of  the  proceeds :  75  per  cent  is  paid  into  state  treasury. 

20  per  cent  of  the  remaining  25  per  cent  is  paid  to 
city  of  New  York. 

80  per  cent  of  the  remaining  first  25  per  cent  is  paid 
to  counties  for  roads  and  bridges. 

Tax  is  assessed  and  collected  by  the  state  tax  com- 
mission. 

7.  Registration   of  Motor  Vehicles  and  License  of   Oper- 

ators and  Drivers 

(Arts.  1-8.  \^ehicle  and  Trathc  Law) 
Basis  of  tax 

Ownership  and  operation  of  motor  vehicles  and  right 

to  operate  same. 
Measure  of  tax 

Weight,     seating    and    carrying    capacity    of    motor 

vehicles. 

Flat  rate  for  license. 
Rate  of  tax 

Varying  schedule  for  motor  vehicles. 

Varying  schedule  of  license  fees. 
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Disposition  of  tax 

Three-fourths  to  state  and  one-fourth  to  counties  to 
be  distributed  as  supervisors  may  determine. 

Administration 

By  commissioner  of  motor  vehicles. 

8.  License,  Real  Estate  Brokers  and  Real  Estate  Salesmen 

(Art.  12- A,  Real  Property  Law) 

Basis  of  tax 

Privilege   of   doing   business   in    cities,   counties   over 

110,000  population,  and  Rockland,  Sullivan,  Ulster. 
Measure  of  tax 

Flat  rate. 
Rate  of  tax 

$2  to  $25. 
Disposition  of  tax 

One-half  to  state  and  one-half  to  cities  and  counties 

where  collected. 

9.  License,  Billiard  and  Pocket  Billiard  Rooms 

(Art.  31,  Penal  Law) 
Basis  of  tax 

Privilege  of  doing  business  in  state,  exclusive  of  Buf- 
falo and  New  York. 
Measure  of  tax 

Number  of  tables. 
Rate  of  tax 

Five  dollars  per  table. 
Disposition  of  tax 

Proceeds  payable  one-half  to  state  and  one-half  where 

collected. 
Administration 

Secretary  of  state. 

C.  For  the  Benefit  of  the  Locality 

1.  Tax  on  Income  of  National  Banks 
(Art.  9-C,  Tax  Law) 
The  proceeds  of  this  tax,  which  is  levied  at  the  rate 
of  4^^  per  cent  on  net  income,  goes  to  the  localities  in 
which  such  banking  association  is  located. 

Tax  is  assessed  and  collected  by  the  state  tax  com- 
mission. 

Real  Property 
Township — The  Tax  Unit 

There  exist  today  in  this  state  upwards  of  11,550  taxing  units  and 
each  year  this  number  is  increased  by  the  creation  of  additional 
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special  districts  within  towns  under  the  town  and  county  law. 
Within  a  particular  town  there  may  be  2  or  3  village  tax  units,  15 
school  tax  units  and  30  special  district  tax  units  where  there  might 
well  exist  07ic  tax  unit  for  the  town  and  all  the  subdivisions  within 
the  town. 

The  Court  of  Appeals  has  ruled  that  it  is  for  the  legislature  to 
distribute  the  powers  of  local  government  as  it  may  deem  best,  and 
that  this  discretion,  when  not  restrained  or  excluded  by  some  pro- 
vision of  the  constitution,  is  absolute.  (Allison  v.  Welde.  172 
N.  Y.421.) 

The  effect  of  Section  2  of  Article  10  of  the  State  Constitution 
has  been  so  construed  as  to  restrict  the  powers  of  the  legislature  in 
such  matters  within  rather  narrow  limits. 

The  state  constitution  may  presently  prevent  the  merging  of  these 
numerous  tax  units  into  one,  but  in  the  past  ten  years  there  has 
come  about  a  reorganization  of  the  state  government  by  changing 
the  state  constitution. 

There  is  no  sound  reason  why  constitutional  provisions  in  con- 
flict with  the  '■  town  tax  unit  program  "  should  not  be  changed  to 
bring  about  this  most  needed  and  important  reform. 

Uniform  Assessment  and  Collection  Dates 

Ever>-  business  day  in  the  year  is  an  assessment  or  collection  day 
for  some  one  of  the  thousands  of  tax  districts  in  the  state.  The 
lack  of  one  statewide  assessment  day  creates  unnecessary  and  per- 
plexing situations  in  local  tax  administrations  which  are  not  con- 
sistent with  the  rule  prevalent  throughout  the  United  States  and 
has  no  merit  whatsoever.  Some  29  odd  states  have  a  uniform  date 
for  assessment  of  property  taxes  and  19  other  states  prescribe  a 
definite  period  of  time  in  which  the  assessment  of  taxes  shall  be 
made  or  completed. 

In  this  state  no  uniformity  whatever  prevails  as  to  the  date  of 
assessment  or  collection  of  taxes  in  cities,  towns,  villages  and  school 
districts  nor  in  the  numerous  special  districts — highways,  fire,  water, 
water  supply,  drainage,  garbage,  sewer,  sidewalk,  lighting,  lamp, 
snow  removal  and  river  improvement  districts. 

A  uniform  date  of  assessment  in  the  state  and  a  uniform  date  for 
collection  of  local  taxes — why  not?    There  is  no  negative  argument. 

Equalization 

The  equalization  of  local  assessments  is  presently  vested  in  the 
state  tax  commission  in  equalizing  between  counties  and  in  the 
boards  of  supervisors  or  commissioners  of  equalization  in  equalizing 
between  the  tax  districts  within  the  county.  The  state  tax  commis- 
sion has  also  the  power  upon  appeal  to  correct  or  modify  or  make 
anew  an  equalization  of  tax  districts  within  a  county. 
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There  is  a  distinct  question  whether  a  taxpayer  suffers  more 
from  incorrect  equalization  of  assessments  or  from  the  full  valua- 
tion of  property  by  the  local  assessors.  The  individual  citizen 
accepts  or  has  to  accept  the  county  equalization  because  he  has  no 
remedy  in  law. 

Too  little  consideration  is  given  to  the  official  equalization  of  local 
assessments  as  this  problem  is  related  to  the  individual  taxpayer. 
When  the  subject  is  examined  closely  it  will  be  found  that  equaliza- 
tions as  made  determine  to  a  great  extent  the  amount  of  taxes  that 
the  individual  taxpayer  pays  for  county  government  and  for  his 
share  of  state  government  expense  that  is  met  by  a  direct  tax  levy. 
The  scheme  of  equalization,  both  state  and  county,  is  described  by 
statute  except  for  the  factor  of  the  rate  of  assessments  to  "  full 
value "  within  particular  counties  or  tax  districts.  Xo  rule  has 
been  laid  down  by  the  courts  as  to  how  the  rate  of  assessment  is  to 
be  ascertained. 

With  the  increased  cost  of  county  government,  the  taxpayer  now 
asks  the  question  whether  a  more  exact  or  accurate  system  could 
not  be  adopted  in  ascertaining  the  rate  of  assessment  to  full  value 
within  each  tax  district.  At  the  present  time  the  rate  is  largely 
built  upon  sales,  mortgage  loans  and  some  investigation,  but  no 
thorough  intimate  study  is  made  of  assessments  which  includes  all 
the  conditions  and  factors  of  value  in  the  various  tax  districts  or 
takes  into  account  the  actual  differences  in  value  of  real  property 
in  country  towns  and  small  hamlets  contrasted  with  real  property 
values  in  big  cities  and  commercial  centers.  Loss  of  population, 
schools,  railroad  facilities,  highway  routes,  tillable  soil,  wood-lots, 
abandoned  farms  are  important  factors  which  must  enter  into  a  true 
ascertainment  of  the  rate  of  assessment  of  real  property  within  a 
tax  district. 

The  ordinary  taxpayer,  that  is,  the  small  taxpayer,  is  being  penal- 
ized for  his  share  of  the  cost  of  government  from  inaccurate  equal- 
ization in  the  various  tax  districts  and  counties  of  the  state. 

Assessors 

Outside  of  the  cities  of  the  state  but  little  progress  has  been  made 
in  the  assessment  of  real  property  upon  an  equitable  base.  It  is 
true  numerous  tax  districts  can  report  and  record  large  increases  in 
the  assessment  of  real  property  due  to  the  employment  of  appraisers 
and  engineers  who  are  too  many  times  paid  according  to  the  result 
obtained  or  due  to  an  urge  or  insistence  on  the  part  of  the  state  tax 
commission  that  all  real  property  shall  be  assessed  at  "  full  value  ". 
The  personnel  of  the  local  assessor  has  not  changed.  The  ordinary 
taxpayer  will  not  be  protected  until  the  tax  unit  is  unified,  the  office 
of  assessor  made  appointive  and  the  present  office  of  the  local 
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assessor  is  made  an  office  of  actual  importance.  By  that  I  mean, 
with  units  of  value  for  improvements,  tax  maps,  proper  office  space, 
clerical  services  where  needed  and  an  assessor's  manual  to  guide 
the  assessing  officer  correctly  or  at  least  direct  him  in  the  making 
of  assessments  that  are  legal  and  equitable. 

If  assessments  are  poor  in  a  tax  district,  it  is  most  times  the  fault 
of  the  citizens  of  that  tax  district.  But  the  citizen  alone  cannot 
accomplish  the  desired  result  unless  the  office  itself  is  made  impor- 
tant by  statute  and  the  assessor  is  paid  a  fair  wage  for  his  work 
and  he  is  equipped  for  his  task,  which  is  at  best  a  hard  one. 

Full  Value 

In  the  matter  of  valuation  of  real  property  on  local  assessment 
rolls,  there  is  a  condition  which  demands  immediate  attention. 
Under  present  methods  and  the  rules  our  courts  have  laid  down, 
residential  and  business  property  have  a  market  value  theoretically 
assessable  at  such  value,  while  the  real  property  of  large  manufac- 
turing concerns  and  public  utility  corporations  which  has  no  "  mar- 
ket value"  is  valued  for  assessment  purposes  on  the  basis  of  the 
cost  to  reproduce  the  same  as  of  the  assessment  date,  less  deprecia- 
tion. Palpably  values  arrived  at  by  the  cost  of  reproduction  method 
have  no  relation  whatever  to  market  value. 

A  careful  reading  of  the  decisions  of  our  courts  beginning  with 
the  D.  L.  &  W.  case,  152  N.  Y.  490,  down  to  People  ex  rel.  Lehigh 
Valley  Ry.  Co.  v.  Burke,  247  N.  Y.  227-231,  indicates  that  repro- 
duction value  is  not  the  true  or  sole  test  for  obtaining  a  full-value 
assessment  of  real  property. 

The  large  taxpayer  particularly  suffers  from  erroneous  interpre- 
tations of  present  court  decisions.  The  remedy  is  to  rewrite  the 
statute  so  that  all  real  property  irrespective  of  ownership  or  use 
urill  be  assessed  and  appraised  upon  one  base.  The  rule  of  valua- 
tion of  a  "  willing  buyer  and  willing  seller  "  is  a  rule  that  is  archaic 
to  our  day  and  does  not  obtain  equality  for  all  taxpayers.  The  posi- 
tive inequalities  that  exist  on  every  tax  roll  in  the  assessment  of 
large  properties  by  reason  of  varied  interpretation  of  full  value 
should  without  any  further  delay  be  wiped  out.  The  section  of  the 
tax  law  defining  '"  full  value  "  should  be  changed  by  directing  the 
assessor  in  the  statute  as  to  how  "  full  value  "  is  to  be  ascertained 
so  that  all  citizens  will  be  treated  alike  in  the  assessment  of  their 
real  property. 

Tax  Maps  and  Unit  Values 

Tax  maps  have  been  established  in  practically  all  the  cities  of  the 
state  but  in  few  towns.  The  time  has  come  in  the  better  assess- 
ment of  real  property  when  the  establishment  of  tax  maps  should 
be  made  mandatory  for  all  tax  districts. 
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Along  with  the  adoption  of  tax  maps  should  go  the  establishment 
of  unit  values  for  improvements.  However,  the  establishment  of 
unit  values  for  improvements  will  be  futile  unless  made  mandatory 
upon  all  tax  districts.  The  task  is  more  or  less  hazardous  unless 
done  with  extreme  care  but  if  properly  worked  out  would  help  to 
establish  more  equitable  assessments. 

Buildings  can  to  a  great  extent  be  classified.  The  cubic  foot  of 
the  structure  or  the  square  foot  of  floor  area  ascertained.  The  use, 
earning  power,  age,  and  observed  depreciation  noted  against  each 
particular  improvement.  These  helps  for  the  local  assessor  in  the 
way  of  unit  values  should  be  utilized  only  as  factors  to  help  form 
the  judgment  of  the  assessor  in  the  value  of  the  improvements. 
There  are  so  many  other  factors  some  of  which  cannot  be  worked 
out  in  actual  figures  that  enter  into  the  full  value  of  a  parcel  of 
property  that  the  assessor  cannot  be  bound  under  a  unit-value  rule. 
Adoption  of  the  unit-value  rule  should  not  be  undertaken  in  a  few 
tax  districts.  The  scheme  or  plan  is  only  good  if  of  general  adop- 
tion and  when  sanctioned  by  the  statute  or  authorized  by  the  state 
tax  commission  under  authority  in  the  tax  law. 

Many  taxpayers  are  being  penalized  in  tax  districts  by  appraisers 
or  engineers  who  have  been  employed  to  set  up  unit  values  for  both 
land  and  improvements.  These  unit  values  most  times  are  not  com- 
parable with  unit  values  in  other  parts  of  the  state.  There  are 
numerous  instances  of  wide  variance  in  the  full  value  of  improve- 
ments of  the  same  classes  and  kinds  of  property  due  solely  to  the 
different  rules  of  calculation  adopted  by  appraisers  or  assessors. 

In  the  city  of  New  York,  town  of  Gilboa  case  different  sets  of 
appraisers  valued  the  same  property  at  $200,000  to  $12,000,000. 

For  years  we  have  complained  about  inequality  in  the  assessment 
of  real  property  but  this  inequality  is  being  emphasized  and  accen- 
tuated due  to  the  adoption  by  tax  districts  of  miscellaneous  rules  of 
value  or  rules  of  value  which  are  significant  and  only  good  in  a 
particular  tax  district  and  do  not  meet  the  general  rules  of  value 
as  required  by  the  tax  law. 

Discrimination  to  a  Few 

At  the  present  time  the  state  tax  commission  is  furnishing  to 
local  assessors  information  as  to  the  value  of  real  property  shown 
or  found  in  the  reports  of  companies  made  under  particular  pro- 
visions of  the  tax  law  to  the  commission.  This  is  especially  true 
of  public  utility  companies  making  reports  under  the  special  fran- 
chise tax  law.  The  harm  comes  in  that  the  local  assessors  place  the 
value  set  forth  in  the  report  on  the  local  assessment  roll  and  refuse 
to  modify  the  same  unless  the  state  tax  commission  consents  or 
unless  the  matter  is  brought  into  court. 

It  is  not  fair  for  the  central  taxing  body  to  furnish  this  informa- 
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tion  where  the  number  of  taxpayers  affected  is  so  limited.  The 
tax  department  is  now  receiving  reports  from  financial  institutions; 
from  business  corporations  and  from  public  utility  companies  con- 
taining real  property  values.  In  such  reports  the  companies  indi- 
cate a  value  of  their  real  property.  The  reporting  company  may  or 
may  not  have  in  mind  the  local  assessment  of  such  real  property  and 
the  value  as  indicated  in  their  reports  may  or  may  not  have  been 
measured  under  the  same  rule  of  valuation  that  applies  in  the  assess- 
ment of  such  real  property  on  the  local  assessment  roll. 

The  order  of  the  commission  should  be  abrogated  and  the  values 
as  reported  should  not  be  sent  to  local  assessors,  for  the  discrimina- 
tion is  positive  in  the  few  instances  in  which  the  information  is 
furnished.  The  information  is  now  only  furnished  from  the  reports 
made  by  the  public  utility  companies  to  the  state  tax  commission  and 
only  when  request  is  made.  It  is  not  furnished  from  the  reports  of 
the  business  corporations  nor  from  the  reports  of  banks  and  trust 
companies.  Why  discriminate  against  public  utility  companies? 
All  of  the  reports  should  be  held  confidential  for  the  use  of  the 
state  tax  commission  alone.  Equality  should  obtain  on  the  local 
assessment  rolls  and  this  equality  is  more  certain  when  all  real 
property  in  the  state  is  treated  alike  in  information  and  valuation. 

Exemptions 

A  great  deal  may  be  said  about  exemptions.  In  fact  it  is  a  sub- 
ject all  by  itself.  The  taxpayer  is  suffering  somewhat  under  our 
present  system  of  exemptions  of  real  property.  However,  exemp- 
tions in  most  part  are  sound  in  that  the  taxpayer  receives  a  return 
from  the  exemption  investment  which  he  has  in  the  governmental 
and  quasi-governmental  functions  performed  by  the  private  cor- 
poration, association  or  society.  No  study  has  ever  been  made  as  to 
the  extent  of  service  rendered  to  the  taxpayers  by  the  groups  whose 
real  property  is  now  allow^ed  exemption.  Until  such  a  study  is 
made  the  state  cannot  fairly  and  honestly  approach  the  subject  with 
any  new  plan  or  modification  of  the  present  system. 

The  citizen  gets  an  erroneous  impression  when  told  that  20  per 
cent  or  more  of  real  property  is  exempt.  He  immediately  assumes 
that  the  20  per  cent  applies  alone  to  exemptions  of  private  property 
as  distinguished  from  publicly  owned  property.  The  great  bulk  of 
exemptions  on  local  assessment  rolls  is  publicly  owned  and  publicly 
used  real  property.  It  is  fair  to  say  that  the  exemption  on  real 
property  in  this  state  allowed  to  private  individuals,  corporations, 
as.sociations  and  societies  does  not  exceed  4  per  cent  of  the  total 
assessed  value  of  real  property  in  the  state. 

Much  could  be  done  with  the  problem  of  exemption  in  the  estab- 
lishment of  a  uniform  practice  for  the  obtainment  of  exemptions 
and  in  the  retainment  of  exemptions.     New  York  City  has  shown 
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the  way  along  these  lines  and  some  of  the  other  cities  of  the  state 
follow  the  practice  of  New  York  City.  In  the  tax  districts  of  the 
state  the  granting  of  exemptions  is  generally  haphazard.  Many 
exemptions  are  allowed  that  are  not  legal  and  other  legal  exemp- 
tions are  not  granted  because  the  assessing  officer  does  not  see  fit 
to  grant  them  or  proper  application  is  not  made  by  the  one  entitled 
to  the  exemption. 

Board  of  Tax  Appeals 

The  ordinary  or  small  taxpayer  is  compelled  under  our  present 
system  to  accept  real  property  assessments  as  fixed  on  the  local  roll. 
When  I  say  the  ordinary  citizen  I  mean  that  most  taxpayers  accept 
the  assessments  as  made  because  of  the  cost  of  review  or  because 
they  are  fearful  of  offending  the  assessing  officer  as  to  future 
assessments.  I  think  it  is  time  that  the  state  set  up  a  medium  of 
contact  between  the  local  taxpayer  and  a  commission  or  board  with 
authority  to  correct  the  value  of  real  property  where  the  taxpayer 
feels  aggrieved.  This  could  be  done  by  creating  a  board  of  tax 
appeals  in  the  various  judicial  districts  of  the  state  outside  of  the 
City  of  New  York  or  by  creating  a  separate  bureau  in  the  state  tax 
commission.  The  authority  of  such  boards  or  bureau  to  be  limited 
to  questions  of  valuation  and  equalization  and  not  have  any  juris- 
diction in  questions  of  legality. 

The  large  taxpayer  can  take  care  of  himself,  but  in  this  great  tax 
system  of  our  state  some  definite  provision  should  be  made  for  the 
protection  of  the  ordinary  or  small  taxpayer — the  man  who  cannot 
invest  a  lot  of  money  in  a  lawsuit.  There  should  l)e  a  place  where 
he  can  get  a  speedy  determination  without  loss  of  time  and  make 
him  a  satisfied  citizen  in  the  payment  of  his  contribution  toward 
the  support  of  government. 

Agricultural  Interests 

The  farmer  as  a  class  is  presently  taxed  out  of  proportion  to  his 
ability  to  pay.  This  is  due  chiefly  to  the  fact  that  the  farmer  has 
to  assume  to  some  extent  the  burdens  of  other  taxpayers.  He  owns 
considerable  tangible  personal  property  which  is  visible  at  all  times 
and  this  tangible  personal  property  finds  its  way  on  the  local  assess- 
ment roll.  He  is  today  the  only  individual  paying  local  taxes  on 
such  tangible  personal  property  in  this  state  outside  of  a  few  small 
country  storekeepers  and  a  number  of  wealthy  people  in  New  York 
City. 

His  real  property  consisting  of  land  and  improvements  is  valued 
by  the  same  rule  as  other  real  estate.  Yet  most  farm  properties  are 
different  in  kind  than  real  estate  generally.  But  few  farms  show 
actual  earnings  when  properly  measured.  And  there  are  but  few 
sales  of  actual  farms  to  test  the  value  of  farm  property  from  the 
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standpoint  of  the  "  willing  buyer  and  willing  seller."  The  sales  of 
farm  lands  today  are  almost  entirely  for  other  than  farm  purposes 
and  such  sales  are  certainly  no  criterion  of  value  of  the  remaining 
farms  unsold  or  the  farms  actually  worked  as  farm  lands. 

The  number  of  abandoned  farms  and  unworked  farms  in  this 
state  is  astounding  and  this  condition  exists  all  over  the  state.  This 
element  alone  should  compel  a  new  test  of  value  for  farm  lands 
along  with  the  factor  of  the  improvements  on  farms  being  of  an- 
other kind  of  real  estate  than  that  generally  found  in  cities  and 
commercial  centers. 

The  farmer  also  suffers  in  the  equalization  of  taxes.  The  ele- 
ments that  go  to  make  up  a  good  or  poor  farm  (highways,  railroads, 
markets,  schools,  medical  centers)  do  not  presently  enter  into  the 
rate  of  assessment  of  the  tax  district.  An  intensive  study  should  be 
made  immediately  of  farm  values  in  the  tax  districts  of  four  or  five 
of  our  rural  counties.  This  study  should  be  comprehensive  to  bring 
out  all  of  the  actual  factors  in  a  proper  measure,  or  test  of  value  of 
farm  lands  and  the  improvements  thereon. 

It  is  true  that  the  state  has  recently  greatly  relieved  the  farmer 
from  expenditures  in  education  and  highways,  but  the  burden  as 
previously  carried  never  belonged  with  the  farmer,  so  that  the 
shifting  was  only  justice.  The  land  owner  and  in  this  instance  the 
farmer  pays  in  the  last  instance  the  taxes  imposed  on  his  land.  To 
help  the  farmer  keep  the  lands  occupied  and  worked  we  must  assist 
him  with  his  land  and  real  property  tax.  This  can  be  accomplished 
by  accurate  county  equalization  and  a  more  equitable  adjustment 
of  values  placed  on  land  and  improvements  actually  and  contin- 
uously used  as  farms. 

Public  Utility  Corporations 
Corporate  Stock 

The  tax  law  still  carries  the  very  obsolete  provision  for  the  local 
assessment  of  the  corporate  stock  of  corporations  under  section  12 
of  the  Tax  Law.  The  exemptions  granted  to  business  corporations 
and  financial  institutions  leave  public  utility  companies  as  the  only 
class  of  corporations  now  liable  to  local  assessment  on  corporate 
stock.  It  is  an  ineffective  method  of  assessing  property  and  is 
worthless  in  result  because  under  the  rule  of  determination  but  few 
assessments  are  obtainable  in  the  entire  state. 

This  provision  also  stands  in  the  way  of  unification  in  the  taxa- 
tion of  corporations  generally.  The  section  of  the  Tax  Law  should 
be  repealed. 

Tangible  Property 

Public  utility  companies  continue  to  pay  and  they  are  the  only 
class  of  corporations  that  presently  pays  taxes  locally  upon  tangible 
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personal  property.  Individuals  and  partnerships  are  liable  but  pay 
only  in  a  few  instances.  In  view  of  the  fact  that  public  utility 
companies  are  payinj^  more  taxes  within  their  class  for  local  and 
state  government  they  should  be  immediately  relieved  of  this  burden. 
The  machinery  that  public  utilities  use  in  generating  power  or  mak- 
ing gas  is  of  like  kind  to  the  machinery  and  equipment  used  by 
manufacturing  corporations  in  their  business.  Why  continue  the 
discrimination  ? 

Special  Franchise  Property 

The  law  which  made  franchises  to  use  the  public  streets  taxable 
was  passed  in  1899.  The  theory  back  of  the  statute  was  sound  to 
the  effect  that  companies  using  public  streets  should  pay  something 
for  that  privilege.  In  the  establishment  of  the  tax,  the  legislature 
saw  fit  to  combine  with  the  element  of  franchise  the  element  of 
tangible  property  used  in  connection  with  the  franchise  and  the 
value  of  the  two  elements  made  up  the  assessment  of  special  fran- 
chise. 

No  tax  law  ever  passed  in  this  country  has  occasioned  the  extent 
of  litigation  and  the  continued  litigation  as  this  law.  Soon  after 
the  enactment  of  the  statute,  test  cases  were  brought  in  court  in- 
volving the  constitutionality  of  the  act  and  in  the  matter  of  ascer- 
taining the  value  of  the  "  special  franchise  ".  The  courts  early 
established  what  is  known  as  the  "  net  earnings  "  rule  as  a  rule  of 
calculation  for  the  value  of  the  "  intangible  "  or  franchise  rights. 

An  examination  of  the  values  so  obtained  proves  conclusively 
that  the  use  of  the  one  rule  creates  positive  discrimination  and  the 
widest  and  most  extravagant  kind  of  inequality  in  the  value  of  the 
franchises.  Then  again  the  tangible  property  which  is  made  a  part 
of  the  special  franchise  is  not  always  valued  upon  the  same  basis  as 
other  real  property  in  the  tax  district.  The  company's  own  values 
too  often  determine  the  tangible  property  value.  Another  instance 
of  inequality  on  the  local  assessment  roll,  occasioned  by  a  valuation 
that  does  not  meet  the  general  rule  of  valuation  as  required  in  the 
assessment  of  real  property  generally. 

The  crossings  of  highways  by  steam  railroads  and  wire  com- 
panies are  subject  to  the  provisions  of  this  law  yet  it  is  an  accepted 
fact  that  the  amount  of  tax  collected  as  against  the  cost  of  adminis- 
tration is  considerably  less,  not  to  speak  of  the  annoyance  and  ex- 
pense to  companies  in  furnishing  necessary  information  to  the  state 
tax  commission. 

Franchise  Tax 

There  is  no  provision  in  the  tax  law  that  is  more  complicated  and 
less  alike  in  the  rates  of  tax  of  similar  businesses  than  that  found 
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in  the  provisions  of  article  9  of  the  Tax  Law.     The  taxes  in  the 
main  are  upon  gross  earnings  and  dividends. 

The  present  taxes  of  dividends  are  based  on  no  logical  principle. 
Corporation  taxes  should  be  regarded  either  as  an  impost  upon  the 
corporation  as  an  entity  or  as  a  means  of  indirectly  taxing  the 
stockholders.  Most  of  the  present  taxes  embody  the  former  idea. 
On  the  other  hand  the  taxes  on  dividends  involve  the  principle  of  a 
tax  upon  the  stockholders.  There  is  no  excuse  for  tax  on  dividends 
if  the  purpose  is  to  tax  the  corporation  as  such.  The  present  system 
of  taxing  the  general  franchise  of  public  utilities  is  not  only  unfair 
as  between  different  groups  of  utilities  but  puts  a  very  unequal 
burden  upon  competing  corporations  of  the  same  type.  The  state 
should  abandon  this  present  tax  on  dividends  of  corporations  under 
article  9  and  place  all  corporations  upon  a  like  basis  of  tax,  either 
gross-net  earnings  or  net  income. 

Public  utility  companies  are  still  further  penalized  under  article  9 
of  the  Tax  Law  because  the  statute  does  not  permit  of  consolidated 
returns  of  holding  companies  with  operating  companies  or  of  oper- 
ating companies  alone  where  the  ownership  is  measurably  the  same. 
Much  has  been  done  to  overhaul  and  correct  other  provisions  of 
the  tax  law,  but  nothing  constructive  has  been  done  in  the  taxation 
of  public  utility  companies.  They  are  paying  the  largest  share  of 
taxes  of  any  class  in  the  state  today.  Time  has  come  when  they 
should  be  given  the  same  protection  now  aft'orded  to  business  cor- 
porations and  financial  institutions  and  a  definite  policy  of  local  and 
state  taxes  established. 

Business  Corporations 
Basis  of  Tax 

Incorporated  businesses  consisting  largely  of  mercantile  and 
manufacturing  corporations  presently  pay  a  franchise  tax  based  on 
net  income. 

The  net  income  base  taxes  only  the  prosperous  corporation  that 
happens  to  operate  on  a  profit,  but  secures  no  tax  from  the  other 
corporations  in  the  same  class  in  competition  with  them.  All  cor- 
porations secure  the  benefits  and  blessings  of  state  government  to 
the  same  extent  as  the  corporations  that  bear  the  burden. 

A  tax  on  "  i)roduction  "  would  be  a  better  base  than  net  income 
because  it  would  require  ci'cry  corporation  in  the  class  to  pay  some- 
thing toward  the  support  of  the  government.  Production  base 
should  neither  be  the  net  income  base  nor  the  gross  sales  base. 
The  net  income  base  is  unfair  for  two  reasons,  (a)  it  leads  to 
evasion,  (b)  it  requires  the  prosperous  corporation  to  bear  the 
entire  burden  of  the  tax. 

The  gross  sales  base  is  also  undesirable  because  in  many  cases 
the  tax  will  be  so  pyramided  that  single  process  concerns  would  be 
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unable  to  compete  with  multiple  process  concerns.  The  "'  produc- 
tion "  base  should  be  a  gross  sales  base  less  the  cost  of  the  material 
and  supplies  entering  into  the  manufacturing  of  the  product,  the 
sale  of  which  is  subject  to  the  production  taxes. 

Foreign  Corporations 

Attention  is  called  to  what  is  said  to  be  an  unfair  method  of  ap- 
portioning income  within  or  without  the  state. 

Under  the  present  apportionment  scheme  all  accounts  receivable 
arising  from  goods  manufactured  in  this  state  become  a  part  of  the 
numerator  of  the  fraction  in  apportioning  the  net  income  within  or 
without  the  state.  This  scheme  at  times  leads  to  absurd  results,  for 
if  the  corporation  does  all  its  manufacturing  in  New  York  State 
and  sells  all  its  manufactured  products  in  Massachusetts,  accounts 
receivable  arising  from  goods  manufactured  in  New  York  are  allo- 
cated to  New  York  regardless  of  where  the  goods  are  sold  plus 
accounts  receivable  arising  from  sales  in  New  York  from  goods 
manufactured  elsewhere.  The  Massachusetts  plan  of  apportionment 
is  better,  because  it  divides  the  income  into  three  parts ;  apportion- 
ing one  part  in  accordance  with  the  pay-roll  within  or  without  the 
state,  one  part  in  accordance  with  the  tangible  property  within  or 
without  the  state,  and  the  third  part  in  accordance  with  business 
done  within  or  without  the  state,  all  of  which  are  definite  ascer- 
tainable factors. 

Salaries 

The  new  minimum  tax  of  2  per  cent  on  total  income  plus  salaries 
(less  exemption  of  $6,000)  works  a  real  hardship  on  small  corpora- 
tions having  several  officer  stockholders,  and  an  increasing  hardship 
upon  such  corporations  which  necessarily  have  to  pay  rather  large 
salaries,  particularly  w-hen  such  a  corporation  has  a  poor  year. 

The  corporation  has  to  pay  either  4^  per  cent  on  its  net  income, 
or  $1.00  a  thousand  on  its  capital  issued,  or  the  new  minimum  tax. 
Where  the  business  comes  largely  from  the  personality  of  officers 
and  the  business  would  have  but  little  value  except  for  the  officers, 
the  tax  is  increased  five  times  what  it  was  before  the  amendment. 
Many  such  salaried  men  could  go  with  other  concerns  and  get  as 
good  or  better  salaries  than  they  now  have  and  avoid  paying  the 
increased  taxes  which  are  now  occasioned  by  the  amendment. 

Financial  Corporations 
Banks 

The  taxation  of  financial  corporations  including  national,  state 
banks  and  trust  companies  has  occasioned  an  unusual  amount  of 
litigation  both  in  this  state  and  other  states.  This  is  due  of  course 
to  the   fact  that  national  banks  must  be  assessed  by  the  states  in 
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accordance  with  Section  5219  of  the  United  States  Revised  Statutes. 
For  a  long  period  of  time  the  State  of  New  York  and  the  localities 
were  content  with  the  1  per  cent  ad  valorem  tax  on  capital  stock, 
surplus  and  undivided  profits.  But  with  the  introduction  of  the  per- 
sonal income  tax  in  New  York  this  old  system  had  to  be  abandoned 
under  the  Hanover  National  Bank  case.  The  legislature  then  tried 
as  a  substitute  the  money  capital  act  and  this  was  found  unworkable. 
Finally  the  state  adopted  the  present  system  of  taxing  national, 
state  banks  and  trust  companies  on  the  basis  of  net  income. 

M.\CALLEN    C.\SE 

In  spite  of  the  sweeping  language  of  the  U.  S.  Supreme  Court  in 
the  decision  Macallen  z\  ^lassachusetts  as  to  the  unconstitutionality 
of  a  franchise  tax  computed  with  items  from  federal  bonds  etc.,  the 
state  tax  commission  fails  to  recognize  that  decision  in  administer- 
ing New  York  taxes.  While  there  is  no  doubt  that  the  Supreme 
Court  has  made  a  right-about-face  in  the  decision  in  question,  never- 
theless that  decision  is  the  law  established  by  the  highest  .court  in 
the  land  and  the  state  tax  department  cannot  continue  to  disregard 
the  decision. 

At  present  I  am  advised  that  a  petition  has  been  filed  by  the  state 
of  Massachusetts  for  a  rehearing  before  the  Supreme  Court  of  the 
United  States,  and  in  this  petition  the  states  of  New  York,  Cali- 
fornia. Washington  and  Oregon  have  joined  with  the  financial  in- 
stitutions, for  they  are  all  extremely  anxious  to  clear  up  the  situa- 
tion created  by  the  Macallen  Company  case.  In  that  event,  that  the 
Supreme  Court  adheres  to  its  present  view  that  the  income  from 
tax-exempt  securities  cannot  be  included  in  net  income  as  a  basis 
for  measuring  the  value  of  excise  or  franchise  taxes,  it  will  be 
necessary  to  find  a  substitute  which  will  yield  approximately  the 
same  revenue  in  excise  or  franchise  taxes  as  heretofore.  Un- 
doubtedly this  can  be  done  in  states  like  New  York,  Massachusetts, 
California,  Washington  and  Oregon  which  have  adopted  a  bank 
excise  tax  measured  by  net  income  from  all  sources,  and  the  banks 
will  support  such  a  substitute  plan  in  order  that  that  desirable 
method  of  bank  taxation  may  be  preserved  without  loss  of  revenue 
to  those  states.  I  am  informed  that  a  special  committee  of  the 
American  Bankers  .Association  and  an  unofficial  committee  of  state 
tax  officials  are  giving  thought  to  this  subject  and  will  be  prepared 
to  substitute  a  plan  if  this  becomes  necessary. 

Corporations  Generally 

Re.\l  Est.\te  Holding  Corporations 

Section  182  of  the  tax  law  defines  "  net  value  "  as  the  difference 
between  the  assets  and  liabilities  of  a  corporation.     But  notwith- 
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standing  this  plain  provision  of  the  statute  the  tax  commission  has 
adopted  the  policy  of  excluding  from  liabilities  advances  or  loans 
made  to  the  corporation  by  stockholders.  The  fault  with  the  policy 
is  that  the  only  corporations  affected  are  those  corporations  who 
honestly  answer  the  questions  or  comply  with  all  the  requirements 
under  the  form  of  report.  It  is  true  that  the  department  must  pro- 
tect the  state  in  the  invasion  of  taxes.  The  real  evil  from  the 
standpoint  of  the  taxpayer  is  that  a  number  pay  without  knowledge 
of  the  discrimination.  In  certain  instances  the  situation  is  decidedly 
unfair.  Most  taxpayers  do  not  realize  what  it  is  all  about  and  the 
tendency  is  to  entirely  misjudge  the  department. 

Consolidated  Returns 

Article  9A  of  the  tax  law  is  the  only  article  of  the  tax  law  which 
presently  permits  consolidated  returns.  The  failure  of  the  legisla- 
ture to  authorize  consolidated  returns  of  closely  affiliated  companies 
reporting  under  articles  9,  9B  and  9C  and  for  companies  closely 
affiliated  and  reporting  under  article  9A  and  one  or  more  of  these 
articles  is  causing  great  hardship  and  burden  on  some  companies 
and  compelling  them  to  pay  more  than  their  share  of  the  tax  burden. 
The  mere  fact  that  a  company  is  organized  under  a  particular 
statute  or  that  a  company  falls  under  a  particular  classification  of 
tax  should  not  of  itself  determine  the  right  of  making  a  consoli- 
dated return  with  other  affiliated  companies  or  create  a  positive  dis- 
crimination in  the  amount  of  taxes  due  from  it  to  the  state  for  the 
use  of  its  general  franchise. 

The  great  expansion  of  business  and  the  large  number  of  mergers 
and  modern  methods  of  conducting  business  have  caused  many  com- 
panies organized  under  different  laws  to  affiliate  and  carry  on  busi- 
ness as  a  unit.  Their  earnings  and  dividends  are  most  times  inter- 
company transfers  or  bookkeeping  items.  The  net  result  of  their 
activities  going  to  the  general  public  who  own  the  common  or/and 
preferred  stock.  Such  enterprise  should  not  be  penalized  with  taxes 
that  do  not  properly  measure  the  use  of  their  franchises  within  the 
state.  All  of  these  taxes  are  state  taxes,  and  while  it  is  true  that 
the  moneys  obtained  under  the  various  state  franchise  taxes  are 
distributed  differently,  this  fact  alone  should  not  deter  the  legisla- 
ture from  making  adjustments  of  taxes  collected  on  dividends  and 
income  which  passes  from  one  company  to  another  without  the 
exercise  of  any  further  franchise  right  or  without  any  particular 
service  rendered  by  the  state  to  the  successive  or  intermediate  cor- 
poration. The  principle  of  consolidated  returns  is  correct  and  it 
should  be  extended  to  all  corporations  paying  taxes  to  the  state  for 
the  use  of  its  franchise  irrespective  of  the  kind  or  class  of  corpora- 
tion, base,  rate  or  kind  of  the  tax. 
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Article  Nine 

The  entire  article  9  should  be  repealed  and  a  basis  of  tax  estab- 
lished for  all  public  utility  and  holding  companies  on  gross-net 
earnings  with  proper  provision  for  consolidated  returns.  The  tax 
on  net  earnings  could  be  imposed  at  a  certain  rate  with  the  proviso 
that  the  amount  of  the  tax  should  never  be  less  than  a  certain  mod- 
erate percent  of  the  gross  earnings. 

The  special  franchise  tax  law  should  be  repealed  and  the  earnings 
from  street  and  highway  occupations  included  under  the  new  base. 
Most  of  the  public  utility  companies  today  are  paying  taxes  on  such 
earnings  (from  streets  and  highways)  twice  because  the  intangible 
part  of  the  special  franchise  law  is  worked  out  almost  exclusively 
on  the  basis  of  earnings. 

In  fact  the  state  tax  commission  in  its  1926  report  to  the  legis- 
lature, said  at  page  19,  ''  Although  the  special  franchise  tax  ap- 
pears nominally  under  the  general  property  tax  plan,  as  a  matter  of 
fact  the  tax  applicable  to  the  intangible  element  falls  under  our 
corporate  tax  system.  This  is  so  because  the  department  in  its 
effort  to  establish  some  logical  method  of  basis  for  making  assess- 
ments in  respect  to  the  intangible  element  finally  developed  what  is 
familiarly  known  as  the  net-earnings  rule.  In  making  valuations 
the  commission  invokes  the  net-earnings  rule  whenever  it  is  possible 
to  do  so.  When  this  is  done  the  tax  becomes  in  fact  though  not  in 
form  an  earnings  or  an  income  tax  rather  than  a  property  tax." 

This  method  of  taxing  the  intangible  value  of  public  utility  com- 
panies plainly  violates  section  24  of  article  III  of  the  Constitution, 
which  reads  as  follows :  "  Every  law  which  imposes,  continues  or 
revives  a  tax  shall  distinctly  state  the  tax  and  the  object  to  which 
it  is  to  be  applied  and  it  shall  not  be  sufficient  to  refer  to  any  other 
law  to  fix  such  tax  or  object." 

Person.\l  Income  Taxes 
As  a  revenue  producer  the  Xew  York  Income  Tax  Law  has  far 
exceeded  the  fondest  hopes  of  its  staunchest  backer.  Its  success 
has  rooted  it  deep  in  the  New  York  tax  system.  It  will  remain  a 
part  of  this  system.  The  state  will  never  relinquish  this  compara- 
tively inexpensive  and  effective  means  of  raising  revenue.  The 
legislature  of  1929  made  a  real  mistake  in  changing  the  personal 
exemptions.  The  old  exemptions  were  entirely  too  high  and  the 
proportion  of  present  exemption  between  single  persons  and  mar- 
ried persons  is  not  fair.  The  exemptions  should  be  reduced  to 
$1,000  to  a  single  person  and  $2,000  to  a  married  person  and  a 
minimum  tax  of  $5  required  of  all  taxpayers  having  a  gross  income 
of  $1,500.  This  excellent  law  should  not  be  made  the  football  of 
politics.  It  is  well  established  in  our  tax  system.  It  is  a  model 
statute  except  for  the  personal  exemptions,  and  the  legislature  would 


TAX  SYSTEM  OF  NEW  YORK  STATE  109 

do  well  to  leave  it  entirely  alone  except  as  I  have  mentioned  to 
reduce  the  exemptions  so  as  to  embrace  a  much  larger  class  of 
taxpayers  under  the  law. 

Sales  Tax 

The  adoption  of  the  gasoline  tax  in  this  state  has  agitated  a  gen- 
eral sales  tax  for  New  York. 

The  idea  of  raising  revenue  by  a  tax  on  sales  dates  at  least  as  far 
back  as  the  period  of  the  Roman  Empire.  A  sales  tax  in  some  form 
is  known  to  have  been  instituted  in  Egypt  and  Babylonia.  A  his- 
toric study  of  the  tax  made  by  Professor  Seligman  indicates  that  a 
sales  tax  has  invariably  proved  unpopular  and  has  obtained  as  a 
system  of  emergency  revenue  for  only  short  periods  of  time  even 
under  the  administration  of  despotic  rulers. 

A  sales  tax  to  conform  to  the  principles  of  a  satisfactory  tax 
should : 

1.  Yield  adequate  revenue  for  the  purpose  desired. 

2.  Effect  as  little  harm  as  possible  to  the  community. 

3.  Embody  the  administrative  virtues  of  simplicity,  certainty  and 
convenience  as  to  time  of  payment  and  economy  in  collection. 

4.  Give  equality  as  far  as  possible  not  only  among  the  initial  tax- 
payers but  among  all  classes  in  a  community  with  equality  deter- 
mined on  a  basis  of  ability  to  pay,  or  equality  of  sacrifice. 

The  proposed  tax : 

1.  Affords  fiscal  adequacy. 

2.  Would  curb  equality  of  opportunity  or  business,  for  the  tax 
would  operate  unfairly  wherever  a  part  of  the  tax  is  not  shifted 
entirely  to  consumer,  in  that  advantage  would  be  given  to  those 
whose  business  is  transacted  on  higher  gross  profits  than  another  or 
to  one  business  form  or  organization  over  another,  such  as  your 
chain  store  or  mail-order  houses. 

3.  With  widely-scattered  taxpayers  and  with  so  many  opportun- 
ities for  evasion  would  need  a  large  administration  force  to  main- 
tain proper  checks.  And  the  cost  of  collection  if  properly  admin- 
istered would  unquestionably  be  so  great  that  unless  made  the  chief 
source  of  income  it  would  not  be  profitable. 

4.  Would  bear  most  heavily  on  those  least  able  to  bear  it  and 
violates  Adam  Smith's  fourth  principle — ''  the  taxes  should  be  as 
equal  as  possible  not  only  among  the  initial  taxpayers  but  among  all 
classes  in  a  community." 

The  practical  effect  of  the  sales  tax  is  not  easy  to  determine  with 
any  degree  of  finality.  The  gasoline  tax  is  commonly  regarded  as 
a  success  and  probably  no  tax  is  paid  with  less  protest.  In  West 
Virginia  where  the  sales  tax  has  been  given  its  most  thorough  test, 
there  seems  to  be  a  difference  of  opinion  as  to  its  advisability.    One 
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of  the  outstanding  complaints  is  that  arising  from  interstate  com- 
petition, as  it  is  alleged  that  business  in  West  Virginia  has  difficulty 
in  competing  with  the  neighboring  states  where  sales  taxes  are  not 
used.  It  is  also  said  that  there  is  a  tendency  to  remove  industrial 
plants  and  other  business  activities,  which  logically  belong  to  West 
Virginia,  across  the  border  into  adjacent  states. 
New  York  is  not  ready  for  a  sales  tax. 

Death  Taxes 

Many  theories  have  been  advanced  in  support  of  the  death  taxes, 
otherwise  known  as  estate  or/and  inheritance  taxes  and  of  the 
slate's  right  to  impose  them.  But  the  generally  accepted  view  seems 
to  be  that  these  taxes  are  levied  on  the  transfer  of  property  rather 
than  on  the  property  that  is  transferred.  While  it  is  not  directly  a 
tax  on  the  beneficiary  its  ultimate  incidence  is  on  him.  As  so  well 
said  by  now  President  Mark  Graves  at  the  National  Conference  on 
Inheritance  and  Estate  Taxation  held  at  Washington.  D.  C,  Feb- 
ruar)-,  1925 :  "  We  recognize  that  the  inheritance  tax  differs  from 
most  of  the  taxes  with  which  we  have  to  deal.  Most  of  our  taxes 
occur  at  regular  intervals,  usually  yearly,  as  for  instance  the  prop- 
erty tax,  the  income  tax  and  others.  The  inheritance  tax  differs, 
however,  in  that  it  occurs  irregularly  so  far  as  the  individual  is 
concerned.  It  happens  once  in  respect  to  the  same  property  during 
a  generation  of  wealth.  Moreover  as  regards  the  taxing  jurisdic- 
tion, it  is  an  irregular  sort  of  a  tax.  There  is  no  predictable  tax 
base  upon  which  the  people  who  are  planning  the  finances  of  the 
jurisdiction  can  depend.  Therefore  the  rates  of  the  inheritance  tax 
may  reasonably  and  properly  be  somewhat  higher,  considerably 
higher,  if  you  please,  than  taxes  on  property." 

New  York  has  a  transfer  tax  on  residents  and  an  estate  tax 
where  the  net  estate  exceeds  $200,000  or  where  the  net  estate  ex- 
ceeds 8100,000  and  the  gross  estate  includes  property  transferred 
contingently  upon  which  a  temporary  taxing  order  is  entered.  The 
s'ate  of  New  York  also  has  a  transfer  tax  on  non-residents,  and 
subsequent  to  July  1,  1925,  this  transfer  tax  imposed  as  a  tax  on 
non-residents  was  made  to  apply  only  on  the  tangible  personal 
property  of  such  non-residents  having  an  actual  situs  in  the  state. 
Under  a  reciprocity  clause  in  this  act  all  intangibles  owned  by  non- 
residents in  this  state  are  exempt.  Some  36  states  have  joined  New 
York  in  this  fair  and  equitable  plan  of  treating  death  taxes  where 
tile  citizen  is  not  a  resident  of  your  state.  The  initiative  and  eft'ort 
to  bring  about  this  desirable  result  was  largely  that  of  Hon.  Mark 
Graves,  the  present  president  of  this  association.  He  has  been  un- 
tiring in  his  efforts  for  real  reciprocity.  A  real  reform  of  having 
the  citizen  pay  death  taxes  on  his  intangible  personal  property  in 
the  state  where  he  is  an  actual  resident.    The  accomplishment  is  not 
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alone  in  the  amount  of  taxes  paid  and  overpaid  but  in  the  saving 
of  expense  to  the  estate  and  the  simplification  of  administration  to 
the  executor  or  trustee  in  properly  handling  the  affairs  of  the 
decedent. 

Litigation 

Article  10 A  of  the  tax  law  which  has  to  do  with  the  taxation  of 
transfers  of  non-residents  has  been  the  cause  of  much  litigation, 
and  the  state's  position  in  connection  with  this  article  has  not  been 
clear.  Residents  of  states  may  very  properly  object  to  the  flat  rate 
of  2  per  cent  given  to  non-residents  of  the  states  in  exactly  the 
same  situation  and  non-residents  of  the  states  may  properly  com- 
plain that  they  have  to  compute  three  taxes  before  they  know  what 
tax  if  any  is  due.  The  result  is  uncertainty.  Reports  come  to  me 
that  the  present  tax  on  contingent  remainder  and  contingent  re- 
maindermen is  working  hardships  in  certain  places. 

Recently  the  New  York  Court  of  Appeals  held  in  Colorado  v. 
Horback,  232  N.  Y.  71,  that  Colorado  could  not  enforce  its  taxing 
laws  in  the  court  of  Xew  York  and  it  would  also  so  hold  when 
asked  to  enforce  the  taxing  laws  of  the  state  of  Xew  Jersey. 

CoxTixGENT  Remainders 

The  state  department  presently  asserts  every  possible  contingency 
in  assessing  taxes  that  may  be  temporary  or  under  a  contingency 
that  may  never  happen  and  the  tax  against  the  contingent  remain- 
der has  to  be  secured  by  bonds  or  by  cash  on  which  a  very  small 
rate  of  interest  return  is  received.  INIany  times  the  total  of  the  tax 
paid  on  the  temporary  tax  secured  or  paid  is  computed  on  three  or 
four  times  the  value  of  the  original  estate.  At  times  good  high  in- 
come securities  are  required  to  be  sold  in  order  to  secure  sufficient 
funds  to  buy  legals  for  the  contingent  tax. 

The  taxation  of  remainders  under  the  full  undiminished  value 
and  the  vast  accumulation  of  securities  held  as  collateral  for  the 
taxes  on  contingent  remainders  might  well  receive  the  attention 
and  discussion  of  this  conference.  There  is  also  presented  a  fur- 
ther problem  in  the  death  taxes  of  New  York  having  to  do  with  the 
unconstitutionality  of  the  retroactive  enactment  of  Article  10 A, 
which  is  a  tax  on  transfers  in  the  hands  of  non-residents. 

The  whole  plan  of  death  taxation  might  well  be  simplified  in  this 
state.  It  is  suggested  that  we  have  an  estate  tax  for  residents  and 
a  transfer  tax  on  non-residents  covering  their  tangible  property 
having  an  actual  situs  in  this  state.  But  before  so  doing  we  must 
clear  up  a  number  of  legal  difficulties  that  remain  with  us  under 
present  and  previous  provisions  of  Articles  10,  lOA  and  lOB  of 
the  Tax  Law. 


112  NATIONAL  TAX  ASSOCIATION 

The  State  Tax  Department 

The  department  of  taxation  and  finance  in  this  state  is  the  largest 
of  our  state  agencies.  It  had  its  inception  in  1859  when  the  legis- 
lature of  the  state  created  a  state  board  of  assessors  comprised  of 
three  members.  The  duties  of  such  a  board  were  to  equalize  the 
state  taxes  between  counties  and  fix  the  amount  of  assessment  on 
real  and  personal  property  on  which  the  state  tax  was  to  be  levied. 

In  1896  the  name  of  the  state  board  of  assessors  was  changed  to 
the  state  board  of  tax  commissioners.  Apart  from  its  task  of  assist- 
ing the  state  board  of  equalization  which  then  consisted  of  the  state 
board  of  assessors  and  the  members  of  the  land  board,  its  authority 
over  taxes  either  local  or  state  were  merely  perfunctory.  The  first 
grant  of  actual  authority  to  the  old  board  was  the  administration  of 
the  special  franchise  tax  law  in  1899  when  the  legislature  made 
franchises  to  use  the  public  streets  taxable  as  real  estate. 

The  year  1915  saw  the  initiation  of  a  State  policy  of  bringing 
together  the  functions  of  taxation,  both  state  and  local,  under  the 
head  of  the  State  Tax  Commission.  The  State  Tax  Commission 
succeeded  the  former  State  Board  of  Tax  Commissioners.  This 
reorganization  and  new  policy  was  carried  through  under  the  able 
leadership  of  the  Hon.  \Iartin  Saxe,  then  President  of  the  State 
Tax  Commission. 

From  that  time  on  the  department  grew  in  importance  and 
authority  and  the  legislature  gradually  turned  over  to  the  depart- 
ment the  administration  and  collection  of  all  state  taxes  and  likewise 
gave  to  the  department  actual  supervision  over  the  local  assessors 
with  authority  to  modify  local  assessment  rolls  or  to  cause  entire 
new  assessments  to  be  written  within  a  particular  tax  district.  In 
the  matter  of  equalization  between  tax  districts  of  a  county  and 
between  counties  in  the  state  its  power  is  plenary.  In  the  reorgan- 
ization of  the  state  government  (January  1,  1927)  the  department 
took  over  the  finances  of  the  state  except  for  the  duties  of  audit 
and  control  previously  lodged  with  the  comptroller. 

The  department,  in  the  excellent  men  that  have  been  selected  as 
commissioners,  has  been  brought  to  the  highest  state  of  efficiency. 
It  is  well  organized  and  is  functioning  equally  well  with  the  best- 
managed  corporation.  Its  personnel  is  of  a  fine  type  and  under  the 
leadership  of  the  president  of  the  department,  Honorable  Thomas 
M.  Lynch,  it  is  serving  the  taxpayers  equally  as  well  as  the  state. 
Both  Commissioners  Merrill  and  Graves  have  been  leaders  in  all  of 
the  tax  programs  of  this  association  and  have  lent  themselves  un- 
stintedly in  the  making  of  better  tax  laws  and  tax  systems  not  only 
in  the  state  of  New  York  but  the  various  states  that  are  here 
represented. 

On  behalf  of  the  taxpayers  of  the  state  I  want  to  express  my 
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unstinted  praise  to  both  Commissioner  Merrill  and  Graves  for  the 
big  part  they  have  taken  in  the  things  that  have  been  accomplished 
toward  better,  fairer  and  more  equitable  tax  laws  in  the  state  of 
New  York  and  elsewhere. 

Another  General  Base 

It  is  conceded  by  all  in  this  state  that  real  property  as  such  is 
bearing  more  than  its  fair  share  of  the  expenditures  of  government. 
Much  time  has  been  given  by  legislative  committees  to  help  solve 
this  problem  and  the  state  tax  department  with  its  able  commis- 
sioners and  personnel  have  done  their  utmost  to  have  established 
another  general  base  similar  to  that  of  real  estate  to  help  carry 
more  justly  the  burdens  and  expenses  of  government.  The  legis- 
lature has  not  approached  the  problem  in  the  same  broad  way  as 
have  the  committees  of  the  legislature  and  the  tax  department. 
Another  general  base  similar  to  that  of  real  estate  could  readily  be 
obtained  if  the  legislature  would  simply  do  it. 

Taxes  on  intangible  personal  property  have  been  all  changed 
over  to  the  net  income  base  except  the  taxes  levied  against  public 
utility  and  holding  corporations  and  a  few  others  now  included 
under  article  9  of  the  tax  law.  The  legislature  could  readily  over- 
haul this  article  so  as  to  bring  about  a  fair  adjustment  of  taxes  on 
such  corporations.  A  base  which  could  be  a  gross-net  income  base 
and  with  certain  adjustments  necessary  this  base  on  corporations 
could  be  aligned  with  the  taxes  presently  paid  by  others  on  intan- 
gible personal  property  and  other  forms  of  wealth,  other  than  real 
property.  The  legislature  could  then  set  about  to  fix  arbitrarily 
just  what  share  of  the  expenses  of  government  should  be  paid  by 
real  property  and  just  what  share  should  be  paid  by  intangible  per- 
sonal property  and  other  forms  of  wealth.  At  the  present  time  we 
are  sending  back  to  the  localities  large  portions  of  the  money  now 
collected  by  the  state  as  state  taxes.  When  a  new  tax  is  created 
there  is  always  the  wildest  scramble  for  the  biggest  share  and  it  is 
usually  settled  politically  instead  of  tax-wise.  Let  us  get  to  the 
problem  and  create  this  other  general  base.  It  can  be  done  and  I 
am  sure  the  state  tax  commission  is  prepared  to  give  its  services 
and  best  efiforts  to  accomplish  the  desired  result. 

A  Tax  Platform 

1.  Amend  the  state  constitution  so  that  (a)  the  township  will  be 
the  tax  unit  for  all  the  tax  districts  within  the  town,  (b)  that  local 
assessors  may  be  appointed  instead  of  elected. 

2.  Establish  the  township  as  the  tax  unit  for  all  local  assessment 
purposes. 

3.  Provide  one  uniform  assessment  date  and  one  uniform  col- 
lection date  for  all  tax  districts. 
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4.  County  and  state  equalizations  to  represent  all  the  conditions 
within  the  tax  district.  All  the  elements  of  value  shall  be  taken 
into  account  in  the  equalization  of  real  property. 

5.  Assessors  to  be  appointed.  Provided  with  proper  office  space 
and  furnished  with  clerical  services.  Provided  with  units  of  value 
for  improvements  and  a  real  assessor's  manual. 

6.  All  tax  districts  shall  adopt  tax  maps. 

7.  ■'  Full  value  '"  shall  be  explicitly  defined  in  the  tax  law.  All 
real  property  shall  be  appraised  upon  one  base. 

8.  A  study  of  farm  propert>^  values  shall  be  made  so  that  farms 
actually  used  and  worked  as  farms  shall  bear  only  their  fair  share 
of  real  property  taxes. 

9.  All  information  furnished  by  corporations  and  individuals  to 
the  tax  commission  shall  be  declared  and  held  confidential. 

10.  Establish  boards  of  tax  appeal  for  the  assistance  of  the  small 
taxpayer  in  all  the  judicial  districts  of  the  state  outside  the  city  of 
New  York. 

11.  Investigate  and  study  the  services  rendered  to  the  state  and 
its  subdivisions  by  individuals,  private  corporations,  associations  and 
societies  now  allowed  exemptions  on  real  property. 

12.  Repeal  section  12  of  the  tax  law. 

13.  Abolish  the  local  taxation  of  all  tangible  personal  property. 

14.  Repeal  the  special  franchise  tax  law. 

15.  Establish  a  new  tax  for  public  utility  companies  and  holding 
companies  presently  taxed  under  Article  9  of  the  tax  law.  This 
tax  to  be  a  gross-net  earnings  tax. 

16.  Establish  a  new  basis  of  tax  for  business  corporations — a  pro- 
duction tax  and  add  unincorporated  businesses  to  the  classes  tax- 
able under  9A.  If  the  present  net  income  tax  is  retained,  adopt  the 
^Massachusetts  plan  of  apportionment  for  taxation  of  foreign  cor- 
porations. 

17.  Rewrite  section  182  of  the  tax  law  so  that  all  holding  cor- 
porations will  be  treated  alike  as  concerns  advances  or  loans  made 
to  the  corporation  by  stockholders. 

18.  All  corporations  properly  affiliated  to  be  entitled  to  the  bene- 
fits of  consolidated  returns  irrespective  of  the  kind  or  class  of 
corporation,  rate  or  nature  of  tax. 

19.  Revise  the  basis  of  tax  on  national  banks,  state  banks,  and 
trust  companies  so  as  to  meet  the  Macallen  decision. 

20.  Repeal  in  the  personal  income  tax  act  the  new  exemption 
schedule  to  single  and  married  persons  as  fixed  by  the  legislature 
of  1929.  Lower  the  personal  exemptions  so  that  they  will  read 
$1,000  to  single  persons  and  $2,000  to  married  persons.  Provide 
that  all  individuals  having  a  gross  income  of  $1,500  or  more  shall 
pay  at  least  a  minimum  tax  of  $5.00. 

21.  Establish  an  estate  tax  for  residents  of  this  state  and  push  to 
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completion  the  excellent  program  of  reciprocity  to  non-residents  on 
their  intangible  personal  property. 

22.  Establish  another  general  base  along  with  real  property  to 
carry  the  expenditures  of  government,  both  state  and  local. 

23.  Increase  the  membership  of  the  state  tax  commission  to  five 
so  as  to  relieve  the  present  commissioners  from  the  tremendous  load 
they  are  now  carrying.  It  has  been  suggested  that  in  such  an  in- 
crease, business,  public  utilities  or  financial  interests  might  be  given 
one  of  these  places. 

24.  Request  the  New  York  State  tax  association  to  adopt  this 
platform  and  to  take  steps  to  immediately  carry  it  into  effect. 

Conclusion 

At  the  present  time  taxation  is  perhaps  the  most  discussed,  and 
least  understood  of  the  many  important  economic  problems  in  New 
York  State. 

And  whether  the  money  is  raised  fairly  or  unjustly,  whether  it 
is  spent  wisely  or  foolishly,  nevertheless  it  is  the  toll  exacted  by  the 
government. 

The  legislature  year  after  year  has  been  making  through  its 
special  tax  committees  the  best  series  of  studies  known  of  actual 
concrete  situations  in  the  New  York  State  tax  system,  under  the 
able  leadership  of  then  Senators  Mills  and  Davenport  and  the 
present  Senator  Mastick.  And  as  well  said  by  the  state  tax  com- 
mission in  its  1927  report,  "  our  tax  system  needs  a  cellar-to-garret 
overhauling."    The  present  time  is  the  time  to  undertake  the  task. 

Appendix  I 

Concurrent  resolution  of  the  Senate  and  Assembly  proposing  an 
amendment  to  article  three  of  the  constitution  in  relation  to  the 
assessment  and  collection  of  taxes  and  the  equalization  of  assess- 
ments. 

Section  1.  Resolved  (if  the  Assembly  concur),  that  the  follow- 
ing section  be  added  to  article  three  of  the  constitution: 

§  — .  The  Legislature  shall  prescribe  by  law  how  all  taxes  shall 
be  imposed  and  provide  for  the  administration  relating  thereto. 

§  2.  Resolved  (if  the  Assembly  concur),  that  the  foregoing 
amendment  be  referred  to  the  legislature  to  be  chosen  at  the  next 
general  election  of  senators,  and  in  conformity  with  section  one 
of  article  fourteen  of  the  constitution  be  published  for  three  months 
prior  to  the  time  of  such  election. 

Chairman  Mastick:  If  the  program  which  Mr.  Tobin  has  pre- 
sented for  our  consideration  should  be  adopted,  and  which  gives  us 
much  food  for  thought,  as  chairman  of  the  senate  committee  on 
taxation  I  would  like  to  ask  to  be  relieved  and  placed  in  charge  of 
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the  committee  on  revisions  and  engrossed  bills.  But,  there  is  one 
advantage  which  arises  from  these  studies,  and  that  is  to  the  ad- 
vantage of  the  next  speaker,  for  the  eulogy  from  the  point  of  view 
of  the  student  and  the  jeremiad  from  the  point  of  view  of  the  tax- 
payer give  an  algebraic  sum  of  zero,  and  that  clears  the  deck  for 
Mr.  John  Merrill. 

THE  TAX  SYSTEM  OF  NEW  YORK  STATE,  AS  VIEWED 
BY  THE  ADMINISTRATOR 

JOHN    J.    MERRILL 
Member  State  Ta.x  Commission,  New  York 

The  subject  assigned  to  me  is  "  The  Tax  System  of  Xew  York 
State,  as  Viewed  by  the  Administrator." 

I  shall  approach  the  subject  with  some  temerity,  more  sympathy 
and  much  adverse  criticism. 

Looking  back  over  many  years  of  contact  with  Xew  York's  tax 
problem,  and  trying  to  visualize  the  system,  past  and  present,  the 
conclusion  seems  justified  that  we  have  made  much  advancement  in 
the  last  half-century  and  that  a  wide  field  of  opportunity  is  ahead. 

A  half -century  in  the  life  of  a  nation  or  a  state,  no  matter  what 
its  laws  or  who  made  them,  is  only  as  a  yesterday  in  a  human  life, 
or  even  less.  More  than  trivial  circumstances  are  essential  to  change 
the  flow  of  any  governmental  current,  once  it  has  gathered  headway 
unto  itself. 

Probably  no  state  in  the  Union  has  a  more  complex  problem  for 
solution  than  has  New  York.  This  is  largely  due  to  the  fact  that 
the  preponderance  of  its  population  and  wealth  is  situated  at  its 
only  seaport,  which  is  located  where  the  adjoining  territory,  belong- 
ng  to  our  neighboring  states,  is  from  two  to  four  hundred  miles 
nearer  than  much  of  our  own  domain,  thus  making  possible  shifting 
ntangibles  and  the  introduction  of  questions  of  interstate  and  for- 
eign commerce.  This  very  condition  lends  itself  to  evasion  which 
s  difticult  of  correction  without  injury  to  the  commercial  and 
financial  supremacy  of  the  metropolitan  district,  a  condition  to  be 
carefully  avoided. 

The  crude  system  which  existed  here  prior  to  the  Civil  War  was, 
in  large  measure,  sufficiently  equitable,  under  the  relations  then 
existing  between  real  property  and  other  w-ealth.  Following  swiftly 
on  the  close  of  the  war  came  a  tremendous  decline  in  the  value  of 
most  real  estate,  particularly  in  the  rural  and  agricultural  regions. 
At  the  same  time  the  onward  march  of  industry  and  wealth  was 
resumed  with  marked  acceleration.  At  this  period  it  may  safely  be 
asserted  that  out  of  our  aggregate  wealth  more  than  eighty  percent 
consisted  of  real  property,  as  distinguished  from  other  wealth. 
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Ten  years  later  the  effect  of  the  commercial  expansion  and  the 
declination  of  values  of  real  property  had  become  so  acute  that  the 
owners  of  real  property  demanded  relief,  and  this  demand  chal- 
lenged the  ingenuity  of  the  state  legislature.  It  was  found  that 
nearly  ninety  percent  of  the  total  state  and  local  tax  burden  was 
borne  by  the  owners  of  realty,  although  real  property  constituted 
less  than  sixty  percent  of  the  total  wealth.  The  demands  of  the 
owners  of  such  property  for  readjustment  and  relief  were  now  so 
loud  and  insistent  that  both  political  parties  concurred  that  some- 
thing must  be  done. 

The  problem  which  the  legislature  should  have  concerned  itself 
with  was  as  to  how  the  cost  of  government  might  have  been  placed 
with  equity  and  fairness  upon  those  who  profited  by  the  protection 
afforded  by  government,  and  according  to  the  ability  to  pay. 

In  passing,  may  I  say  that  the  principal  trouble  with  the  theory 
of  "  the  ability  to  pay  "  is  that  it  has  never  found  application  as 
regards  the  taxation  of  real  estate. 

But  these  wise  solons  sought,  not  to  solve  the  problem  by  a  major 
operation,  and  thus  to  eradicate  the  evil,  but  proceeded  to  quiet  the 
pains  of  the  suffering  subjects  by  the  administration  of  an  opiate 
calculated  to  divert  the  thoughts  to  more  satisfactory  subjects. 

Right  here,  at  the  legislative  session  of  1880,  was  born  the  child 
which  was  destined  to  develop  into  the  trouble-maker  of  this  later 
date.  Said  the  legislature:  "We  will  find  another  source  of  rev- 
enue." There  have  been  brief  intervals  when  this  slogan  slept,  but 
not  too  many  of  them.  If  this  prodigal  son  of  the  solons  could  be 
lost  forever  to  his  weak  and  indulgent  parents,  and  real  work  and 
wisdom  could  be  called  into  conference  and  accomplishment,  the 
result  could  not  fail  to  be  sufficient  and  satisfactory.  It  is  time  to 
stop  killing  calves  for  the  prodigal  and  alleviate  actual  evils. 

Let  me  reiterate  that  there  was  no  move  actually  to  correct  the 
maladjustment  in  the  tax  law.  What  actually  happened  was  that 
the  original  corporation-tax  law  of  1880  was  injected  into  the  sys- 
tem, or  should  I  say  engrafted  thereon. 

This  act  produced  approximately  a  million  dollars  of  revenue  at 
that  time.  It  gave  some  relief  to  some  real  estate  but,  on  the  other 
hand,  it  added  to  the  burden  of  those  corporations  subjected  to  it 
and  which  owned  considerable  values  of  real  estate.  It  was  a  shift- 
ing of  the  burden  to  those  least  able  to  antagonize  by  arousing 
popular  opposition.  It  was  in  fact  a  mere  palliative,  and  once  the 
period  of  passivity  had  passed,  as  it  always  will  under  such  circum- 
stances, new  demands  were  presented  and  urged  upon  those  who 
are  charged  with  changing  the  laws. 

In  the  next  act  the  scene  was  somewhat  shifted,  because  no  fur- 
ther demand  could  be  made  upon  those  who  last  performed.  After 
an  interlude  of   five  years  the   inheritance  tax  became  operative. 
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A  period  of  fifteen  years,  with  some  increases  in  rates  and  other 
slight  changes  passed  and  the  corporation  tax  acts  of  1901,  which 
levied  new  or  increased  taxes  on  certain  classes  of  corporations 
found  their  way  into  our  tax  laws. 

In  1905  and  1906  the  slogan  sounded  and  we  began  assessing 
taxes  on  the  transfer  of  stocks  and  on  mortgages,  respectively.  In 
passing,  permit  me  to  say  that,  in  my  judgment,  the  mortgage  tax 
law  is  wholly  unjustifiable  from  any  point  of  view  except  that  it 
can  be  enforced  with  comparative  ease.  If  there  is  any  virtue  in 
the  theory  of  "  the  ability  to  pay,"  and  I  assume  that  there  is  if 
properly  applied  to  all  property  and  all  taxpayers,  there  can  be  no 
excuse  for  a  statute  that  calls  upon  the  man  in  need  of  funds  to  pay 
for  the  privilege  of  running  into  debt. 

Some  years  ago,  before  we  had  a  public  service  commission  to 
control  rates,  we  took  on  that  strange  contrivance  known  as  the 
Special  Franchise  Tax  Law.  It  may  or  may  not  have  been  justified 
in  its  inception  and  in  the  absence  of  a  rate-making  and  rate- 
controlling  body,  but  to  my  mind  some  more  sure  and  scientific 
methods  should  be  found  for  the  assessment  of  our  public  utilities, 
some  of  which  are  now  subjected  to  seven  different  styles  of  sep- 
aration. 

In  1917  we  adopted  a  new  franchise  tax  for  our  business  cor- 
porations, measured  by  the  percentage  of  business  done,  or  assets 
employed,  within  the  State  as  applied  to  net  income.  When  this 
program  was  adopted  both  President  Saxe  and  myself  opposed  it 
unsuccessfully,  on  the  ground  that  it  penalized  good  management 
and  thrift  and  placed  a  premium  on  perjury.  For  twelve  years  I 
have  had  constant  contact  with  it,  and  during  that  time  it  has  had 
the  best  twelve  years  of  my  personal  effort.  I  am  prepared  to  say 
that,  while  it  can  be  made  reasonably  applicable  to  many  classes  of 
corporations,  it  cannot,  in  my  judgment,  be  consistently  fair  to  our 
industrial  concerns. 

In  1919  we  added  our  personal  income  tax  law.  and  it  has  for- 
tunately had  the  most  splendid  administration.  The  fact  is  that  we 
have  extended  the  exemptions  to  too  large  a  portion  of  those  who 
should  in  fact  help  support  the  government,  and  that  it  is  subject 
in  a  measure  to  the  same  criticism  as  the  business  franchise  tax. 
Personally  I  am  ready  to,  and  do,  make  the  simple  confession  that 
I  know  not  what  constitutes  net  income,  and  after  seeing  salary  and 
other  deductions  allowed  by  able  administrators  of  the  Federal  in- 
come tax  law.  I  should  not  stand  alone  in  this  awful  avowal  of 
ineptitude. 

Finally,  in  this  year  of  grace,  we  have,  after  several  years  of 
watchful  political  waiting,  placed  on  our  statute  books  what  to  my 
mind  appears  to  be  a  just,  equitable  and  properly  applied  tax.  It 
may,  and  probably  does,  require  some  modifications,  but  the  prin- 
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ciple  of  consumption  taxation  is  fully  manifest  in  this  statute,  and 
I  venture  the  suggestion  that  today  there  is  less  offense  in  its  en- 
forcement than  in  that  of  any  other  tax  act  in  our  whole  system. 

The  man  who  uses  the  highway,  whether  resident  or  non-resident, 
contributes  according  to  the  use,  and  if  the  use  be  only  that  of 
pleasure  he  himself  may  decide  how  much  he  will  contribute.  Fur- 
thermore by  almost  the  exact  amount  of  these  funds  collected  and 
distributed  toward  highway  construction  and  maintenance  the  bur- 
den upon  real  property  is  actually  reduced. 

I  have  tried  to  present  to  you  as  concisely  as  possible  the  course 
pursued  by  New  York's  legislature  for  the  last  half -century.  It  is 
evident  that  every  time  a  crisis  has  arisen  in  taxation,  as  affecting 
realty-owners,  consisting  of  the  farmers,  the  home-owners,  the  in- 
dustrial-plant owners  and  the  large  body  of  our  people  known  as 
rent-payers,  the  land-owning  dog  has  been  mollified  by  casting 
toward  him  a  small  and  often  polished  bone.  Truly  it  has  afforded 
but  scant  nutriment  but  it  has  served  to  assuage  the  immediate 
hunger. 

The  evil  of  this  evolution  is  all  too  evident.  So  through  the 
decades  the  grand  army  of  real-estate  taxpayers  has  struggled  along 
under  its  overload,  seemingly  satisfied  at  times  if  no  more  is  cast 
upon  it. 

I  would  not  have  you  believe  that  no  progress  has  been  made. 
Truly  it  has  been  great  if  somewhat  slow.  The  tide  of  submer- 
gence has,  from  time  to  time,  been  temporarily  stayed.  This  has 
been  accomplished  largely  through  the  splendid  activities  of  those 
legislators  who  have  aided  and  abetted  the  eft'orts  of  the  tax  com- 
mission. 

In  the  earlier  days  the  tax  commission  was  largely  composed  of 
men  of  ability,  but  under  existing  laws  they  were  largely  and  pur- 
posely left  without  power.  In  1915  the  legislature  was  awakened 
to  this  situation  and  the  tendency  of  our  legislature  is  now  to  extend 
to  the  state  tax  commission  greater  power  and  to  demand  assistance 
in  our  tax  problems. 

Much  that  is  meritorious  has  been  accomplished  in  recent  years, 
and  probably  the  legislature  of  the  last  dozen  years  has  afforded 
more  relief  to  the  real-estate  owner,  as  regards  taxation,  than  has 
been  effected  in  any  prior  period  of  fifty  years. 

Let  me  pause  in  this  recital  to  pay  tribute  to  those  men  who 
during  the  past  decade  and  a  half  have  worked  so  diligently  and  so 
intelligently  to  advance  the  cause  of  good  tax  laws  and  good  gov- 
ernment, and  while  their  work  has  not  come  into  full  fruition, 
much,  indeed  most,  that  is  worth  while  in  our  system  has  ensued 
from  their  efforts.  The  development  in  inheritance  tax  matters  has, 
to  my  mind,  been  an  outstanding  accomplishment,  to  which  my  own 
colleague.  Commissioner  Graves,  has  made  no  small  contribution. 
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I  am  aware  that  much  that  I  have  said  has  been  severely  criti- 
cal, but  I  feel  that  the  time  and  the  place  for  me  to  express  my 
views  is  now,  and  in  the  presence  of  this  splendid  gathering  of 
those  who  are  vitally  interested  in  this  problem,  and  I  beg  that  you 
will  tolerate  particularly  that  which  I  am  about  to  say.  Some  of  it 
may  sound  revolutionary,  and  is.  Bear  in  mind,  however,  this 
truism — there  has  never  been  great  progress  except  through  revo- 
lution. 

So  much  as  is  past  is  beyond  recovery  or  remedy.  So  much  as  is 
present,  if  it  is  good,  can  be  retained.  Whatever  is  ill-advised  or 
evil  may  be  remedied  if  the  proper  means  be  resorted  to.  Under 
these  circumstances  let  us  consider  our  present  situation. 

The  total  expenditure  for  state  and  local  government  in  New 
York  State  approximates  $880,000,000  annually.  This  includes 
state,  county,  city,  town  and  special  district,  village  and  school 
taxes.  Out  of  this  vast  sum  about  $660,000,000  was  raised  by  taxes 
on  real  estate,  or  about  75%.  Probably  if  due  consideration  was 
given  to  added  taxes  on  real  estate  included  in  franchise,  inheri- 
tance, income  and  other  taxes,  the  percentage  would  reach  807o  of 
the  total  cost.  From  this  it  is  evident  that  most  of  our  special  taxes 
up  to  the  adoption  of  the  gasoline  tax  have  simply  served  to  stay 
the  increase  of  real-estate  rates,  rather  than  to  reduce  or  equalize 
the  burden.  The  relative  relation  between  taxes  on  real  estate  and 
other  wealth  has  changed  adversely  to  the  real  estate  in  recent  years. 
In  1900  the  total  wealth  of  New  York  State  was  made  up  of  667^% 
of  realty  and  33y37c  of  other  wealth,  and  realty  then  paid  three- 
fourths  of  all  the  taxes.  In  1925,  a  quarter-century  later,  our  total 
wealth  was  estimated  at  $78,500,000,000,  and  our  real  estate  at 
slightly  less  than  $24,000,000,000,  or  less  than  one-third.  Where 
75%  of  all  taxes  were  formerly  paid  by  two-thirds  of  the  wealth, 
now  75%  of  all  taxes  are  paid  by  one-third  of  the  wealth.  Most 
unfortunately  most  of  this  aggravating  increase  has  fallen  on  lands 
that  are  not  able  to  continue  in  use,  or  on  homes,  lands  and  build- 
ings where  no  part  of  it  can  be  passed  along.  This  has  fallen  with 
greatest  severity  on  rural  communities,  and  the  results  have  been 
depletion  of  rural  population,  urban  overcrowding  and  great  reduc- 
tion in  purchasing  powers  of  this  large  element  of  the  state's  popu- 
lation. Indirectly  it  has  injured  the  industrial  life  of  the  state  be- 
cause of  this  decreased  purchasing  of  the  products  of  manufacture. 

The  direct  effect  of  this  situation  cannot  fail  to  be  injurious  to 
our  manufacturers,  and  hence  to  our  commerce.  When  agriculture 
and  commerce  have  been  adversely  affected,  mercantile,  insurance 
and  financial  interests  have  likewise  been  injured.  This  result  fol- 
lows as  surely  as  does  the  night  the  day.  It  has  been  found  that 
the  relation  between  the  tax  dollar  and  the  cost  of  production  in 
several  eastern  states  in  the  same  industries  varies  from  54  cents  to 
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$1.66  for  each  one  hundred  dollars  of  cost  of  production  and  that 
New  York's  cost  is  very  near  the  top  of  the  list.  The  average  tax 
cost  found  was  $1.08  per  hundred  dollars  of  cost  of  production  in 
these  states.  It  seems  evident  that  two-thirds  of  one  per  cent  extra 
cost  of  production  is  a  most  serious  handicap.  Other  advantages 
being  equal,  industry,  the  employer  of  men  and  women,  and  the 
foundation  of  all  actual  wealth,  is  certain  to  locate  where  the  tax 
resistance  is  the  least. 

An  examination  of  the  details  of  the  situation  in  this  state  dis- 
closes that,  due  to  the  return  of  funds  by  the  state  to  its  municipal 
divisions,  a  great  part  of  the  taxes  collected  by  the  state  are  raised 
for  other  than  actual  state  purposes.  Of  course  the  construction 
and  maintenance  of  highways  and  schools  can  no  longer  be  treated 
as  strictly  local  functions. 

It  is  evident  that  too  great  a  portion  of  our  citizenry  has  been 
exempted  from  tax  participation  and  that  we  are  reproducing  in 
personal  income  tax  applications  the  same  fallacy  of  exemption  that 
we  have  regarding  certain  classes  of  real  property.  The  tax  upon 
corporate  profits  of  business  corporations  is  entirely  out  of  line  with 
the  taxation  of  personal  incomes.  It  has  often  been  suggested  that 
we  should  have  an  "  unincorporated  business  tax,"  but  so  far  no 
reasonable  scheme  has  been  evolved  or  suggested. 

That  which  seems  to  me  to  be  most  needed  is  a  real  survey  by 
men  competent  to  view  the  whole  field  and  to  chart  a  course  that 
can  be  pursued  with  honor  and  that  will  equitably  place  the  burden 
where  it  belongs.  Certainly  there  is  little  opportunity  for  the  de- 
velopment of  a  more  unfair  situation  than  now  exists,  where  real 
estate  is  paying  nearly  seven  times  as  much  for  each  dollar  of  pro- 
tection as  is  paid  by  other  wealth.  Real  estate  is  paying  an  approx- 
imate average  of  27^2  mills  and  other  wealth  less  than  4  mills  on 
each  one  dollar  of  value. 

While  it  is  fair  to  assume  that  much  real  property  requires  a 
greater  amount  of  protection  than  is  generally  necessary  for  per- 
sonal property,  there  should  not  be  so  great  a  divergence  as  now 
exists,  and  it  may  fairly  be  assumed  that  with  two-thirds  of  the 
aggregate  wealth  other  than  real  property,  such  portion  should  bear 
in  some  manner  about  one-half  of  the  total  cost.  With  this  assump- 
tion, our  problem  is  to  consistently  raise  about  $440,000,000  from 
real  estate  and  the  same  from  other  sources  and  other  wealth,  to 
spread  it  properly  over  the  various  subjects  and  to  distribute  the 
proceeds  properly. 

We  may  further  assume  the  general  justice  of  our  present  in- 
heritance tax  system,  although  much  simplification  of  administra- 
tion could  be  applied  and  the  cost  of  collection  largely  reduced. 

Stock  transfer,  bank  and  organization  taxes  need  not  be  dis- 
turbed unless  it  should  appear  that  they  were  out  of  line. 
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The  present  laws  regarding  automobile  fees  and  the  tax  on  gaso- 
line could  remain  as  now,  with  but  slight  changes. 

The  franchise  taxes,  other  than  on  business  corporations,  should 
be  readjusted  by  providing  for  a  disallowance  of  deductions  for 
loans  made  by  officers  and  debenture  bonds  in  determining  net 
worth,  and  by  express  terms  in  the  law  interest  paid  on  all  such 
obligations  treated  as  constructive  dividends  on  stock.  Manufac- 
turing companies  should  be  taken  out  from  under  the  present  fran- 
chise tax  on  business  corporations  and  subjected  to  a  low-rate 
capital  stock  and  excess  dividend  tax  and  a  low-rate  production  tax, 
and  some  reclassifications  should  be  made.  The  production  tax 
should  be  levied  on  all  production  except  that  there  should  be  a  basic 
exemption  to  the  extent  of  $5,000.  Such  an  exemption  would  re- 
lieve the  real  "  dirt  farmer  "  and  such  exemption  could  not  be 
complained  of,  since  it  would  tend  also  to  benefit  the  consumer  of 
the  necessities  of  life. 

Such  a  system  would,  to  this  point,  raise,  including  the  production 
tax,  about  $690,000,000,  leaving  about  $190,000,000  to  be  raised  from 
other  sources.  The  question  now  is :  How  shall  we  produce  this 
balance  of  $190,000,000? 

I  have  waited  patiently  for  the  experts  to  produce  a  real  honest- 
to-goodness  ''  unincorporated  business  tax."  There  are  certainly 
serious  objections  to  net  income  taxes  where  "net  income"  is  so 
difficult  of  determination  and  where  the  troubles  to  the  average  man 
in  making  his  reports,  as  well  as  the  expenses  thereon,  are  so  great. 

I  am  satisfied  that  the  personal  income  tax  has  a  real  place  and 
serves  a  real  purpose  in  any  balanced  scheme  of  taxation,  but  I 
believe  that  if  proper  means  are  used  to  reach  results  in  a  less  offen- 
sive manner,  it  might  well  find  no  application  to  net  incomes  below 
$10,000. 

To  my  mind  the  addition  of  sales  or  consumption  taxes,  under  a 
classified  system,  with  rates  varying  from  one-half  per  cent  to  8  or 
10  per  cent,  would  be  more  easily  administered  and  under  proper 
organization  much  more  cheaply  enforced  than  income  taxes  on 
business.  It  is  certain  that  many  schemes  of  evasion  would  be 
eliminated  and  exactitude  be  substituted  for  artificial  schemes 
wiiich.  while  they  generally  reach  fair  results,  may  severely  penalize 
the  taxpayer  or  be  detrimental  to  the  state. 

New  York  State  produces  $9,000,000,000  of  commodities  per  year 
and  consurties  more  than  twice  that  amount,  and  it  is  not  difficult  to 
see  the  sources  of  revenue.  I  think  I  have  heard  all  the  propaganda 
against  such  a  system  during  the  last  ten  years,  and  so  far  I  have 
not  heard  an  objection  that  will  not  lie  against  our  present  scheme. 

It  has  been  urged  by  some  that  it  is  taxing  the  poor  man.  The 
argument  is  absolutely  fallacious,  if  by  that  statement  it  is  intended 
to  convev  the  notion  that  it  will  increase  his  burden.     There  would 
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be  nothing  added  as  tax  upon  liis  rent,  his  insurance  or  his  savings, 
if  any,  and  if  the  entire  balance  of  his  income  was  subjected  to  such 
rates  as  he  would  be  amenable  to  under  these  circumstances,  it  would 
not  amount  to  half  the  probable  saving  on  his  rent  bill,  and  if  he  be 
so  fortunate  as  to  own  a  modest  home  or  a  farm,  he  would,  by 
reason  of  the  reduction  in  real  estate  assessment  rates,  largely  profit 
from  the  change.  Furthermore,  the  saving  that  would  accrue  on 
plant  taxation  would  tend  not  only  to  retain  our  industrial  plants 
but  to  the  establishment  of  others  and  to  the  constancy  of  remunera- 
tive employment. 

I  would  not  be  understood  as  advocating  a  flat-rate  consumption 
tax.  It  is  evident  that  necessities  and  luxuries  should  not  be  sub- 
jected to  the  same  rate  per  dollar  of  values,  and  it  must,  of  course, 
be  recognized  that  some  so-called  luxuries  approach  more  nearly  to 
necessities  because  of  force  of  habit. 

Xor  would  I  advocate  any  scheme  of  consumption  and  production 
taxation,  except  those  elements  in  our  present  system  which  have 
been  thoroughly  tried  and  found  in  large  measure  satisfactory,  are 
retained. 

There  is  no  panacea  for  all  the  ills  of  inequitable  taxation  to  be 
found  among  the  several  separate  schemes.  Xor  should  any  one 
consider  a  consumption  tax  a  cure-all  in  itself.  If  used  in  connec- 
tion with  other  elements  of  a  well-balanced  system,  it  is  safely 
asserted  that  it  will  serve  most  satisfactorily  to  reach  a  broader  and 
more  equitable  base  and  to  adjust  existing  irregularities. 

It  is  significant  that  all  attacks  on  consumption  taxation  emanate 
from  those  sources  that  would  be  called  upon  under  such  a  system 
•to  help  support  the  government  and  which  now.  by  one  or  another 
scheme  of  avoidance,  evasion  or  mere  shifting,  contribute  little  to 
the  treasury. 

It  is  asserted,  too,  that  there  is  no  sufficient  ground  upon  which 
to  base  an  attack  on  the  inclusion  of  such  an  element  in  a  well- 
considered  tax  system  because  somewhere  some  ill-considered  legis- 
lation has  not  proved  satisfactory.  The  same  reasoning  would  con- 
demn the  system  of  real  estate  taxes  which  now  constitute  the 
designated  "  elastic  base  "'  and  in  fact  could  as  well  be  applied  with 
greater  force  to  income  taxation.  Rather  than  treating  production 
and  consumption  taxes  in  that  way,  they  should  be  considered  as 
one  of  a  group  of  co-ordinated  elements  used  for  the  purpose  of 
reaching  those  forms  of  wealth  now  escaping  or  all  too  lightly 
taxed,  and  to  complete  the  circle  of  fair  tax  adjustment  involving 
all  classes  of  wealth. 

It  is  folly  to  declare,  as  we  are  measurably  doing,  by  continued 
failure  to  use  this  element,  that  we  have  tried  to  tax  all  wealth  and 
have  failed,  therefore  we  will  continue  to  confiscate  a  part  or  all 
of  the  real  property. 
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When  we  observe  the  accomplishments  of  our  people  in  other 
directions,  such  as  science  and  manufacture,  it  is  contrary  to  ele- 
mental reason  that  a  solution  cannot  be  found  to  solve  so  serious  a 
problem  as  faces  our  farms,  homes  and  industries. 

Neither  the  legislature  nor  the  commission  alone  can  accomplish 
the  desired  result.  That  will  come  only  when  the  great  body  of 
realty  owners  demand  and  force  a  remedy  and  refuse  to  be  placated 
by  piecemeal  legislation. 

Just  a  few  more  thoughts  and  1  am  done.  If  and  when  proper 
rates  have  been  established  under  such  a  system,  there  should  be 
provision  made,  based  on  the  results  of  the  preceding  year,  to  keep 
a  constant  relation  between  rates  applicable  to  real  estate  and  to 
other  subjects  of  taxation. 

Every  man  paying  a  gasoline  tax  realizes  that  he  is  helping  to 
support  the  government  and  generally  he  may  purchase  much  or 
little,  subject  only  to  necessary  use,  and  thus  in  a  measure  regulate 
within  certain  bounds  the  amount  of  tax  which  he  is  to  pay.  The 
gasoline  tax  is  a  pure  consumption  tax  and  experience  with  it  in 
many  states,  including  New  York,  has  demonstrated  that  it  is  far 
less  objectionable  than  many  other  forms  of  taxation.  If  a  tax- 
payer dabbles  in  luxuries,  of  course  he  would  pay  for  the  dabbling, 
whether  he  buys  much  gasoline  for  joy-riding  or  purchases  per- 
fumery or  cosmetics  at  relatively  high  prices. 

We  need  not  less  taxpayers  but  more,  in  these  days  when  govern- 
ment is  asked  to  assume  so  many  and  new  activities.  The  greatest 
evils  of  our  present  are  two-fold,  i.  e.,  the  narrowing  of  the  tax  base 
and  the  unfair  distribution  of  the  burden  consequent  thereby. 

I  am  grateful  for  this  opportunity  to  have  addressed  you  today, 
and  I  think  that,  even  though  you  may  disagree  with  my  conclu- 
sions as  to  the  remedy,  you  will  at  least  concede  that  the  tax  system 
of  New  York  State  needs  a  major  operation  rather  than  the  admin- 
istration of  more  opiates;  that  we  really  can  use  to  advantage  more 
vision  and  less  "  new  sources  of  revenue.'' 

Chairman  Mastick  :  The  meeting  is  now  open  for  discussion 
on  the  topics  which  have  been  brought  before  us  this  morning. 
The  discussion  is  to  be  led  by  Mr.  J.  Frank  Zoller,  representing  a 
second  taxpayer. 

May  I  suggest  before  Mr.  Zoller  speaks,  that  any  one  who  wishes 
to  take  part  in  the  discussion  come  forward  and  give  his  name,  so 
that  the  reporter  may  get  it  and  his  remarks  for  the  record. 

J.  F.  Zoller  (New  York)  :  Mr.  Chairman.  Members  of  the  Con- 
vention, Ladies  and  Gentlemen : 

I  first  want  to  compliment  the  previous  speakers  on  the  excellent 
papers  thai  they  have  presented.  I  had  the  privilege  of  reading  Mr. 
Tobin's  paper  before  he  presented  it,  and  I  want  to  say  that  I  think 
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it  is  one  of  the  greatest  contributions  that  has  ever  been  made  to  a 
conference  of  this  kind.  It  is  really  a  concise  digest  of  the  tax 
laws  of  the  State  of  New  York.  Anybody  interested  in  that  subject 
should  retain  a  copy  of  that  paper. 

I  was  more  than  surprised  to  find  that  the  three  previous  speakers 
have  really  agreed  in  what  I  think  I  have  intended  to  advocate  for 
the  last  ten  years.  I  can  agree  with  nearly  everything  that  all  of 
the  three  speakers  said. 

In  regard  to  the  personal  income  tax,  which  is  to  be  retained  in 
our  system,  and  the  fact  that  one  of  the  speakers  advocated  that  the 
personal  exemption  ought  to  be  reduced,  but  I  believe  as  a  prac- 
tical matter  it  will  not  be.  I  think  that  exemption  will  be  raised 
rather  than  reduced,  because  it  is  a  difficult  thing  to  get  legislators 
anywhere  to  impose  an  income  tax  upon  small  incomes,  and  in- 
comes are  getting  smaller  all  the  time.  I  mean  by  that,  that  an 
income  of  $5000  today  does  not  mean  what  an  income  of  the  same 
amount  meant  a  number  of  years  ago. 

Now,  this  income  tax  as  imposed  in  most  states  reaches  about  four 
or  five  per  cent  of  our  people  only ;  it  leaves  about  95  per  cent  of 
our  population  paying  no  direct  taxes  unless  they  pay  a  tax  on  real 
estate,  which  we  all  agree  ought  to  be  reduced.  Therefore,  I  think 
there  is  going  to  be  a  necessity  for  more  consumption  taxes  in 
order  that  this  95  per  cent  may  be  permitted  to  contribute  some 
direct  taxes  towards  the  support  of  government ;  and  I  agree  with 
Commissioner  Merrill  fully  on  that  proposition. 

Now,  we  come  to  the  production  tax  that  has  been  advocated  by 
both  previous  speakers  as  a  substitute  for  the  present  business  tax 
under  Article  9-A  of  the  New  York  State  Tax  Lav\'. 

I  agree  that  that  substitution  ought  to  be  made,  and  a  little  history 
about  how  that  tax  was  brought  about  is  interesting.  Do  you  know 
that  the  manufacturers  of  this  state  were  the  only  class  of  taxpayers 
that  ever  went  before  the  legislature  and  complained  that  they  were 
not  paying  enough  taxes  and  desired  to  pay  more  ?  That  is  really 
the  position  that  the  manufacturers  took  in  1917.  They  came  before 
the  legislature  and  offered  to  pay  an  income  tax  in  lieu  of  an  ad 
z'alorem  tax  on  their  personal  property. 

It  is  an  historical  fact  that  in  1917  about  all  the  personal  income 
tax  for  the  whole  state  that  was  collected  from  manufacturing  cor- 
porations was  $6,000,000.  Under  the  law  this  personal  property 
wa.s  required  to  be  assessed  at  full  value.  If  it  had  been  assessed 
at  full  value  the  tax  would  have  been  much  more  than  $6,000,000, 
possibly  more  than  the  state  ever  got  under  the  net  income  base,  but 
the  assessment  and  collection  of  personal  property  taxes  in  the  State 
of  New  York  has  always  been  a  failure.  In  confirmation  of  that 
statement  I  refer  you  to  any  report  of  the  State  Tax  Commission 
for  the  last  twenty  years. 
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Now,  by  adopting  the  net  income  tax  as  business  tax  on  manu- 
facturing corporations  and  throwing  in  the  mercantile  corporations 
in  addition,  we  increased  the  revenue  from  $6,000,000  to  $46,000,000 
in  1927.  I  am  not  standing  here  and  complaining  at  all  about  that 
$46,000,000.  I  do  not  say  it  ought  to  be  any  less  than  that ;  perhaps 
it  ought  to  be  more ;  but  I  do  say  that  we  have  found  by  experience 
that  that  $46,000,000  is  not  equally  distributed  over  the  classes  of 
taxpayers  that  were  expected  to  pay  taxes  under  that  law.  There- 
fore, we  are  asking  for  a  base — not  asking  to  have  our  taxes  re- 
duced— but  asking  for  a  base  that  will  get  everybody  into  the  game 
of  paying  taxes  and  getting  more  equitable  distribution  of  burden; 
and  that  is  a  fair  proposition  to  present  to  anybody  in  this  country. 

We  have  thought  that  the  production  tax  was  a  base  that  was 
nearer  the  net  income  on  the  one  hand  or  the  gross  sales  on  the 
other.  There  are  objections  to  either  one  of  those  extremes.  We 
recognize  that.  We  know  by  experience  that  net  income  taxes  are 
evaded.  We  know  if  they  are  not  evaded  they  are  only  collected 
from  prosperous  concerns  and  leaving  the  so-called  unprosperous 
concerns  not  contributing  to  the  support  of  government.  We  say 
that  puts  a  premium,  on  failure  and  a  penalty  on  success,  and  it  does 
not  develop  the  resources  of  any  state. 

On  the  other  hand,  the  gross  sales  tax,  when  you  compare  the 
single  process  and  the  multiple  process  concerns,  results  in  one  of 
the  cases,  to  such  a  pyramiding  of  the  tax  that  one  type  of  concern 
cannot  compete  with  another,  and  so  it  is  said  that  it  ought  to  be 
confined  to  some  base  between  net  income  on  the  one  hand  and 
gross  sales  on  the  other.  That  would  reach  all  taxpayers  in  that 
class,  and  we  believe  if  you  took  the  gross  sales  and  deduct  from 
that  the  cost  of  material  and  supplies  that  go  into  those  sales,  you 
will  have  a  base  that  will  apply  to  all  taxpayers  in  a  class,  you 
reduce  your  pyramiding  to  a  minimum,  you  get  away  from  net  in- 
come, which  can  be  evaded  and  which  only  results  in  a  tax  upon 
those  whose  reports  show  a  profit. 

Now,  that  is  our  proposition.  We  are  not  asking  to  have  taxes 
reduced;  we  are  only  asking  to  have  such  a  system  that  all  people 
in  a  class  will  contribute. 

I  will  go  a  little  further  than  Commissioner  I^Ierrill,  on  what  has 
been  said  about  real  estate  taxes;  I  think  I  will  value  the  personal 
property  in  this  State  at  least  three  times  the  value  of  the  real  estate. 
The  value  of  the  real  estate,  I  believe,  was  28  billion  dollars  in  1928, 
and  probably  Z2  billions  now.  I  believe,  whatever  that  figure  is, 
that  the  personal  property,  tangible  and  intangible,  has  a  value  of  at 
least  three  times  that  amount.  It  has  been  said  here — and  nobody 
can  contradict  it — that  real  estate  is  paying  75  per  cent  of  the  bur- 
den. Now,  if  personal  property  has  a  value  of  three  times  the  value 
of  the  real  estate,  it  means  more  than  three-quarters  of  our  taxes 
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are  being  levied  upon  one-quartei-  of  our  wealth.  Because  that  is 
the  situation,  I  think,  necessary  to  raise,  as  Commissioner  Merrill 
said,  additional  revenue,  the  money  to  be  used  to  relieve  the  real 
estate  situation. 

Mr.  Tobin  said  that  we  are  not  ready  yet  for  a  sales  tax.  I  be- 
lieve the  State  of  New  York  is  ready  for  any  tax  that  will  raise 
revenue;  and  why  not?  If  there  is  any  source  that  ought  to  pay 
taxes,  it  ought  to  pay  them  today.  If  the  gasoline  tax  was  a  proper 
tax  in  1929,  we  have  missed  the  great  opportunity  for  the  last  ten 
years  because  we  were  not  raising  revenue  from  that  source  and 
relieving  real  estate  during  that  time. 

What  we  ought  to  do  in  this  State  is  to  take  an  inventory  of  our 
taxation  ability  and  find  all  sources  that  ought  to  contribute,  and 
not  leave  some  untaxed  until  we  need  more  revenue.  We  need  the 
money  now,  because  if  we  are  not  going  to  spend  any  more  money 
we  should  relieve  those  taxpayers  that  are  at  the  present  time  over- 
burdened. 

Now,  you  will  recall  that  the  state  expenditures  decreased  a  few 
years  ago,  and  the  Governor  thought  that  the  income-tax  payers 
ought  to  have  the  benefit.  A  majority  of  the  legislature  believed 
other  taxpayers  ought  to  have  the  benefit.  They  could  not  agree  on 
who  should  receive  the  benefit  of  the  reduction.  I  believe  last  year 
they  raised  the  exemption  and  gave  it  to  the  small  income-tax  payers. 

My  proposition  iS,  if  you  have  a  just  system  and  your  expendi- 
tures are  ever  decreased,  everybody  contributing  should  have  pro- 
rata the  benefit  of  the  reduction.  That  is  the  proposition  I  have 
presented  time  and  again  before  many  tax  gatherings,  and  this  is 
the  first  time  that  anybody  else  has  ever  said  much  about  it ;  and  I 
think  that  Commissioner  Merrill  intended  to  touch  upon  it. 

I  cannot  close  without  making  reference  in  regard  to  the  McCallen 
Company  decision.  I  want  to  present  something  here  which  I  think 
will  help  clear  the  atmosphere,  and  that  is  this:  It  is  probably  one 
of  the  most  important  decisions  the  Supreme  Court  has  handed  down 
in  a  generation;  I  think  there  is  in  it  a  new  thought,  and  it  is  very 
important  when  applied  to  income  taxation.  I  don't  think  the  court 
reversed  itself  on  the  decisions  it  has  made  for  the  last  seventy 
years,  but  I  think  it  distinguished  in  this  case  and  brought  in  a  new 
idea  in  regard  to  when  a  tax  is  a  franchise  tax  and  when  it  is  not. 

The  majority  of  the  court  held,  I  believe,  that  if  you  impose  a 
tax  that  is  particularly  and  peculiarly  applicable  to  corporations,  it 
cannot  be  imposed  upon  individuals  and  partnerships,  like  the  tax 
on  capital  stock.  Such  a  tax  is  a  franchise  tax  whether  you  call  it 
so  or  not.  But,  if  you  have  an  income  tax,  which  is  just  as  suitable 
for  an  individual  and  partnership  as  it  is  for  a  corporation,  you  do 
not  make  that  a  franchise  tax  by  merely  starting  out  to  exercise 
your  corporate  franchise ;  you  will  pay  a  tax  on  your  net  income, 
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which  will  be  a  certain  tax.  and  individuals  will  pay  a  tax  on  their 
net  income,  but  we  will  not  call  that  a  franchise  tax.  The  Supreme 
Court  says  they  are  both  alike  in  that  case,  and  if  you  cannot  tax 
non-taxable  interest  in  the  one.  you  cannot  in  the  other. 

Another  illustration :  Suppose  we  go  back  to  the  taxation  of  the 
personal  property  of  individuals,  partnerships,  corporations  and 
everybody  else.  When  we  enacted  the  provision  referring  to  cor- 
porations, we  said  that  corporations  shall  pay  this  personal  property 
tax  the  same  as  every  other  taxpayer  for  the  privilege  of  exercising 
the  corporate  franchise. 

The  United  States  Supreme  Court  said  you  cannot  do  that.  I  be- 
lieve that  is  going  to  stand,  and  I  believe  we  have  to  base  our  future 
conduct  upon  that  fundamental  principle  which  has  just  been  estab- 
lished b}'  the  Supreme  Court. 

In  going  over  tax  systems  I  am  the  last  man  that  would  try  to  tell 
how^  somebody  else  ought  to  be  taxed,  but  in  going  over  the  tax 
system  in  the  State  of  New  York  I  find  that  nearly  every  tax-paying 
ability  has  been  increased  in  the  last  few  years,  due  to  the  necessity 
of  additional  revenue,  yet  state  and  national  banks  have  had  their 
taxes  in  New  York  State  cut  in  half.  Xow,  they  are  only  con- 
tributing about  $6,000,000  a  year.  Savings  banks,  however,  have 
had  no  reduction.  The  resources  of  savings  banks  are  about  32  per 
cent  of  the  resources  of  state  and  national  banks,  but  savings  banks 
are  paying  66  per  cent  as  much  as  the  state  and  national  banks. 

If  state  and  national  banks  are  paying  enough,  savings  banks  are 
paying  too  much.  If  savings  banks  are  not  paying  too  much,  the 
other  banks  are  not  paying  enough.  I  think  there  will  have  to  be 
a  revamping  of  bank  taxation :  and  I  rather  think  when  the  banks 
realize  what  they  are  paying,  they  will  take  the  position  that  the 
manufacturers  did  in  1917,  and  come  forward  and  say,  "  We  want 
to  pay  more  taxes,"  and  will  agree  to  a  fair  tax.  That  is  all  there 
is  to  the  problem.  We  have  to  get  all  our  tax-paying  ability  listed, 
and  should  divide  the  burden  by  certain  rates  that  are  fair  and 
equitable,  so  as  to  reduce  the  present  burden  on  real  estate.  When 
we  have  accomplished  that,  then  we  could  see  to  it  that  rates  are 
made  sufficiently  elastic  and  variable  to  take  care  of  the  increased 
or  decreased  expenditures. 

James  P.  Kohler  (Xew  York):  ]Mr.  Chairman  and  Gentlemen 
of  the  Conference:  When  I  heard  Miss  Bailey  read  yesterday  the 
various  kinds  of  taxation  that  we  had  in  the  states  of  the  United 
States,  I  thought,  then,  that  the  people  of  the  United  States  are 
going  crazy  over  taxation.  \\  hen  I  hear  gentlemen  come  up  here 
and  read  able  papers  and  discuss  the  various  methods  of  getting 
more  taxes  out  of  the  people,  I  begin  to  think  that  we  are  a  nation 
of  people  who  want  to  be  over-burdened  with  taxation. 
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We  are  trying  to  find  new  bases  of  taxation.  We  want  to  extend 
the  object  of  taxation.  My  proposition  is  to  reverse  the  whole  pro- 
cess. I  would,  in  the  first  place,  try  to  get  the  federal  government 
out  of  the  tax  field  entirely  and  have  the  federal  government  sup- 
ported by  the  contributions  of  the  states,  and  let  the  states  make  the 
arrangement  with  the  federal  government. 

I  think  the  income-tax  law  is  offensive,  pernicious,  and  obnoxious. 
Agents  come  into  my  office  and  go  through  my  books  to  see  how 
many  checks  I  have  drawn,  how  many  deposits  I  have  made,  how 
much  done  of  that  and  how  much  done  of  this.  It  is  an  insult,  in  a 
government  of  this  kind,  to  have  these  public  officials  coming  around 
snooping  into  your  business,  in  order  that  you  may  pay  a  tax. 

Now,  that  is  something  that  can  be  avoided.  You  cannot  find  out 
whether  a  man's  income  is  $100,000  or  $50,000  or  $20,000.  He  can 
fool  you,  and  any  system  of  taxation  by  which  a  man  can  fool  the 
government  and  get  out  of  paying  his  proper  burden  is  pernicious 
and  should  not  be  embraced  by  any  state,  and  especially  by  the  great 
state  of  New  York. 

As  to  this  personal  property  tax,  to  which  some  reference  has 
been  made,  I  am  glad  to  hear  we  are  only  getting  one  per  cent  now 
out  of  personal  property.  I  spent  two  successive  terms  in  the  Tax 
Department  in  New  York  City.  When  the  personal  property  tax 
bill  came  in,  the  tax  department  sent  out  postal  cards  to  persons 
whose  names  appeared  on  the  voting  list  or  in  the  telephone  direc- 
tories, notifying  them  to  appear  for  the  purpose  of  having  their 
personal  property  assessed.  They  would  form  in  a  line  half  a  mile 
long.  Why,  I  found  people  there  being  examined  who  did  not  have 
a  thing  but  a  baby-carriage.  They  didn't  know  why  they  were  there. 
Once  in  a  while  the  examiners  would  catch  a  widow  whose  husband 
had  died  and  left  her  a  few  shares  of  stock.  She  would  show  the 
stock,  and  we  had  to  assess  her. 

You  are  trying  to  reduce  the  burden  on  real  estate,  and  here  it 
is  being  said  that  real  estate  is  one-third  of  the  value  and  personal 
property  two-thirds  of  the  total  value  of  the  property.  I  want  to 
tell  you,  gentlemen,  if  it  w^ere  not  for  the  personal  property  being  of 
such  great  value,  your  real  estate  would  not  have  any  value  at  all. 
It  is  the  presence  of  the  personal  property  on  the  land  that  gives 
the  land  value.  If  you  come  down  to  New  York  City  I  will  tell  you 
where  you  can  find  things  to  tax,  without  worrying  about  sales 
taxes,  without  worrying  about  incomes,  without  worrying  about 
personal  property  or  anything;  and  it  seems  to  me  in  this  audience, 
or  especially  among  the  speakers,  it  is  thought  that  everybody  is  not 
a  taxpayer.  If  you  come  from  Buffalo  down  to  New  York  and  eat 
a  meal,  or  stay  at  the  Metropolitan  and  pay  ten  dollars  a  night,  or 
the  Astor  at  fifteen  dollars  a  night,  the  minute  you  register  you  be- 
come a  taxpaver,  vou  contribute  to  the  taxes  paid  bv  that  hotel  on 
9  '        ' 
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the  assessor's  list,  whatever  it  is,  and  you  become  a  taxpayer  just  as 
though  you  lived  there  and  owned  the  property. 

As  we  are  treating  taxation  we  are  making  confusion  more  con- 
fused ;  we  are  locking  ourselves  up  with  more  and  more  taxes ;  we 
are  employing  more  and  more  tax  assessors  and  tax  gatherers ;  and 
the  thing  we  want  to  do  is  to  wipe  out  a  whole  lot  of  our  taxes  and 
get  down  to  real  wealth,  which  belongs  to  the  people,  and  out  of 
which  you  can  get  every  dollar  you  need  without  bothering  business 
or  persons  or  worrying  about  franchises  or  anything  of  that  kind. 

1  may  have  another  opportunity  to  say  something  upon  the  subject, 
but  1  will  stop  now. 

Franklin  S.  Edmonds  (Pennsylvania)  :  Members  of  the  Con- 
ference :  All  of  those  who  have  participated  in  the  discussion  this 
morning  have  been  citizens  of  New  York  State.  Those  of  us  who 
come  from  other  states  have  unquestionably  profited  by  the  excellent 
addresses  that  have  been  given. 

There  is  just  one  observation  I  want  to  make.  I  want  to  endorse 
very  strongly  the  statement  of  Mr.  Gulick,  with  reference  to  the 
value  to  the  science  of  taxation,  of  the  excellent  research  depart- 
ment that  has  been  built  up  in  New  York  State.  It  is  so  easy  in 
taxation,  for  those  who  feel,  simply  to  express  their  emotions.  It  is 
extremely  difficult  to  dig  out  the  facts  and  from  those  facts  to 
construct  a  theory  which  is  in  accordance  with  the  facts. 

I  believe  that  in  New  York  they  have  shown  what  a  state  tax 
department  ought  to  have,  not  only  administrators,  not  only  collec- 
tors, but  students,  whose  purpose  it  is  to  find  out  the  facts  of  the 
industrial  life  of  the  community,  and  then  to  make  the  taxing  laws 
fit.  Stating  what  New  York  has  done  in  that  particular  is  citing  an 
example  to  the  other  states  of  the  Union. 

I  want  to  make  a  second  observation  along  the  same  line,  to  ex- 
press our  appreciation  for  the  many  years  of  friendship  and  leader- 
ship and  help  that  Commissioners  Merrill  and  Graves  have  given  to 
the  meml)ers  of  this  Association.  For  my  own  part,  in  Pennsyl- 
vania, there  is  scarcely  a  month  that  we  do  not  send  a  letter  to 
Albany  requesting  information  along  some  line,  or  requesting  a 
point  of  view  on  a  particular  problem. 

We,  in  Pennsylvania,  have  just  established  a  state  department  of 
revenue,  which  became  efifective  on  July  1,  1929.  The  head  of  that 
department  is  here  as  one  of  the  delegates  to  this  Conference.  In 
building  up  our  plan,  while  we  did  not  follow  the  New  York  plan 
exactly,  it  was  with  the  data  that  was  given  to  us  from  New  York 
that  we  were  able  to  reach  our  conclusion. 

I  think  that  it  is  proper  that  some  one  who  comes  from  outside 
of  New  York  State  should  say  here  in  this  presence,  after  the  ad- 
dresses that  we  have  heard  from  the  citizens  of  New  York,  that  the 
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whole  country  is  indebted  to  New  York  for  the  admirable  plan  that 
it  has  formed  for  the  organization  of  its  taxing  department,  for  the 
generous  help  that  has  been  given  by  that  department  to  the  other 
communities  that  need  help,  and  also  a  word  of  appreciation  for  the 
sense  of  equity  and  fairness  with  which  the  New  York  men  have 
administered  their  problems.  We  may  not  be  able  in  other  states  to 
follow  New  York's  lines  exactly.  New  York  has  peculiar  advan- 
tages along  the  line  of  industrial  and  commercial  resources,  that  the 
other  states  may  not  have,  but  in  the  spirit  with  which  they  study 
their  problem,  and  then  the  fairness  with  which  they  apply  their 
conclusions,  we  in  the  other  states  can  unquestionably  imitate  New 
York. 

Chairman  I^Iastick:  Any  further  discussion? 

President  Graves  has  asked  me  to  direct  your  attention  to  the 
afternoon's  program,  to  impress  upon  you  the  importance  of  papers 
to  be  presented  on  the  "  Graded  Tax  on  Buildings,"  the  "  Simplifi- 
cation and  Standardization  of  State  Business  Taxes,"  and  "  State 
Finance,  as  Viewed  by  the  Legislator."  The  latter  paper  by  the 
very  eminent  gentleman  from  Pennsylvania.  Senator  Woodward. 
We  urge  you  all  to  be  here  promptly  at  2 :  30  P.  M.  to  listen  to  these 
addresses  and  to  pay  them  the  compliment  of  your  presence. 

We  stand  adjourned. 

(Adjournment) 


THIRD  SESSION 

Tuesday,  September  10,  1929, 
2:30  o'clock  P.  M. 

Chairman  Graves:  If  you  will  please  come  to  order  we  will 
proceed  with  the  work  of  the  session. 

Six  hundred  and  fifty  delegates  have  registered  at  noon  today. 
I  think  that  is  the  largest  registration  we  have  ever  had  at  a 
National  Tax  Conference. 

A  tea  is  being  held  for  the  ladies  in  the  Lounge  this  afternoon  at 
4  o'clock  instead  of  3 :  30  as  previously  announced. 

May  I,  again,  mention  the  dinner  tomorrow  night.  It  is  impera- 
tive that  you  be  in  your  seats  in  the  dining  room  not  later  than 
6:30.  preferably  a  bit  earlier.  The  speeches  will  be  broadcast  at 
7:30  promptly,  regardless  of  whether  or  not  we  have  finished  with 
the  dinner. 

If  there  are  in  the  room  those  who  have  not  registered,  I  wish 
you  would  do  so  immediately  after  this  session.  All  delegates  are 
iirged  to  wear  their  badges,  for  there  are  about  200  other  guests 
around  the  hotel,  and  you  might  miss  an  invitation  to  do  something 
if  you  do  not  wear  them. 

The  Ohio  delegation  is  to  have  a  luncheon  tomorrow  at  1  :  00 
o'clock.  The  management  of  the  hotel  is  arranging  a  table  to  seat 
the  Ohio  delegation  in  the  main  dining  room,  at  1  :  00  o'clock  to- 
morrow. 

Franklin  S.  Edmonds  (Pennsylvania)  :  Will  you  announce, 
please,  that  there  will  be  a  meeting  of  the  committee  on  resolutions 
immediately  after  the  session  this  evening  in  the  little  room  adjacent 
to  this  hall,  the  room  to  the  right  as  you  come  in.  There  are  only 
about  half  the  delegations  that  have  selected  their  members  of  the 
committee  on  resolutions  and  reported  them,  so  perhaps  if  the  other 
half  will  do  so  prior  to  tonight,  we  can  have  a  meeting  of  the  full 
committee. 

Chairman  Graves  :  Bear  in  mind  that  the  state  delegations  are 
asked  to  get  together  and  select  their  representative  on  the  com- 
mittee on  resolutions,  as  Senator  Edmonds  has  stated. 

Clem  C.  Collins  (Colorado)  :  I  would  like  to  announce  a  meet- 
ing of  the  Colorado  delegation  this  evening  at  7 :  30  o'clock,  in  the 
bav  window,  facing  the  lake. 

(132) 
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Chairman  Graves  :  By  tliat  he  means  the  sun-parlor,  facing  the 
lake,  part  of  the  Lounge. 

Are  there  any  other  announcements  ? 

I  have  been  given  two  resolutions.  Under  the  rules  the  resolu- 
tions are  read,  I  believe,  and  referred  to  the  resolutions  committee 
without  debate. 

(Resolutions  read  as  follows)  : 

Resolved,  That  we  memorialize  and  recommend  to  state 
legislatures  or  municipalities  a  tax  on  bus  stops  on  highways 
when  so  advertised. 

Resolved,  That  we  memorialize  and  strongly  recommend  to 
state  legislatures  that  legislation  be  enacted  to  make  illegal  the 
insistence  by  mortgagees  to  an  excess  amount  of  fire  insurance, 
where  the  equity  in  land  more  than  offsets  the  value  of  the 
improvement  or  improvements  insured,  or  in  the  event  of  such 
legislation  not  being  legal,  then  legislation  be  enacted  to  the 
end  that  the  premiums  on  excess  demanded,  be  taxed  100  per 
cent. 
Under  the  rules,  these  are  referred  to  the  resolutions  committee 
without  debate. 

If  any  of  you  have  in  mind  resolutions  which  you  would  like  to 
ofTer,  try  and  have  them  in  the  hands  of  the  resolutions  committee 
not  later  than  tomorrow  afternoon's  session. 

Before  we  start  the  program,  I  would  point  out  to  you  the  gen- 
eral excellence  of  the  program  of  this  evening.  Many  of  you  have 
heard  of  Dr.  Adams.  Those  of  you  who  have  not,  have  missed 
something.  He  is  speaking  on  a  very  inteiesting  subject.  Xo  per- 
son ever  finds  one  of  Dr.  Adams'  speeches  dull  or  stupid. 

We  will  also  have  Senator  Edmonds'  report  on  behalf  of  his 
committee  on  reciprocity.  You  all  know  Senator  Edmonds.  Xo 
one  ever  goes  to  sleep  while  the  Senator  speaks.  I  hope  all  of  you 
will  be  here  and  that  you  wall  bring  your  wives,  if  they  are  with 
you,  and  your  friends,  so  we  may  have  a  full  house. 

I  now  introduce  Mr.  A.  J.  Maxwell,  of  North  Carolina,  who  is 
to  preside  at  this  session. 

A.  J.  ^Iaxwell,  Commissioner  of  Revenue  of  Xorth  Carolina, 
presiding. 

Chairman  Maxwell  :  i\Ir.  President,  Ladies  and  Gentlemen  of 
the  Conference : 

I  wish  to  make  my  acknowledgment  to  our  president  for  this 
recognition  and  honor.  There  was  a  great  deal  said  here  last  eve- 
ning in  a  complimentary  way  about  the  State  of  New  York  and 
some  of  the  people  of  New  York,  who  have  contributed  in  such  a 
large  wav  to  the  Xational  Tax  Association  and  particularly  to  this 
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conference.  Of  course,  there  are  a  great  many  other  things  that 
might  be  said  about  the  State  of  New  York.  May  I  be  pardoned  for 
mentioning  one  distinction  that  this  state  enjoys.  It  is  the  only  state 
in  the  whole  American  Union  that  paid  more  taxes  to  the  federal 
government  last  year  than  the  state  from  which  I  come.  These 
large  taxes  that  are  paid  to  the  federal  government  from  North 
Carolina,  however,  come  from  people  all  over  the  United  States. 
All  of  the  sweet  young  things  that  prefer  a  Lucky  and  a  slender 
figure,  and  the  men  who  are  satisfied  with  the  Chesterfield,  and 
those  who  are  pleased  to  walk  a  mile  for  a  Camel,  all  of  them  con- 
tribute their  share  to  this  fund  of  the  federal  treasury  through  the 
North  Carolina  industry. 

We  have  had  quite  a  bit  of  interesting  tax  history  already  at  this 
Conference.  I  recently  ran  across  this  interesting  bit.  It  went 
back  to  the  year  1665,  when  North  Carolina  belonged  to  the  Lord 
Proprietors  of  England.  That  was  111  years  before  the  Declara- 
tion of  Independence  at  Philadelphia,  and  110  years  before  the  birth 
of  North  Carolina.  At  that  time  the  entire  population  of  the  state 
lived  in  the  one  county  of  Albemarle,  and  it  seems  in  some  sort  of 
a  colonial  assembly  they  adopted  a  memorial  in  the  nature  of  a 
protest  to  the  Lord  Proprietors  on  the  high  taxes  which  they  were 
paying,  and  the  memorial  was,  that  one-half  cent  per  acre  on  land, 
payable  in  specie,  be  reduced  to  one-quarter  cent  per  acre,  payable 
in  kind,  and,  strange  as  it  may  seem  in  these  times,  it  was  granted. 

The  present  tax  load  has  become  so  great  in  all  of  our  states  that 
anything  in  the  nature  of  an  experiment  in  taxation  becomes  a 
matter  of  interest  in  every  other  state.  We  watch  it  to  see  if  it 
works  well,  and  if  it  does  we  may  adopt  it;  if  it  does  not  work  well, 
it  may  not  be  considered. 

The  first  subject  listed  for  consideration  this  afternoon  is  that  of 
The  Graded  Tax  on  Buildings,  a  somewhat  modified  form  of  the 
single-tax  theory  that  has  been  given  application  in  the  great  indus- 
trial city  of  Pittsburgh. 

The  first  gentleman  to  discuss  that  subject  is  Air.  Thomas  C. 
McAlahon,  Chief  Assessor  of  the  city  of  Pittsburgh.  I  take  pleasure 
in  presenting  JNlr.  McMahon. 

PITTSBURGH'S  GRADED  TAX  OX  BUILDINGS 

THOS.    C.    MCMAHON 

You  are  hearing  today,  at  this  conference,  both  sides  of  the 
argument  with  reference  to  the  merits  of  the  graded  tax  plan,  and 
it  is  always  well  for  students  to  hear  and  weigh  the  pros  and  cons. 
But  with  all  due  respect  to  my  friend  speaking  on  the  other  side 
of  the  question,  I  believe  it  is  only  fair  to  say  that  it  is  now  a  very 
rare  thing  that  anyone   in   Pittsburgh  ofifers  any  criticism   of  the 
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graded  tax  plan,  so  generally  has  it  been  accepted  and  approved  by 
the  rank  and  file  of  the  whole  community.  I  am  certainly  in  a  good 
position  to  judge,  as  the  Department  of  Assessors  is  sure  to  hear 
from  anyone  who  has  a  complaint  of  any  kind  with  regard  to 
taxation. 

It  is  not  my  purpose  to  enter  into  any  controversy  regarding  the 
beneficial  results  of  Pittsburgh's  graded  tax  system.  Rather,  it  is 
to  explain  as  clearly  as  possible  the  workings  of  the  Pittsburgh  tax 
plan  and  the  effects  that  have  followed  its  adoption,  as  observed 
from  a  close  contact  with  the  administration  of  the  law  in  Pitts- 
burgh. 

W  hat  is  known  as  the  graded-tax  law  on  buildings  for  cities  of 
the  second  class  in  the  state  of  Pennsylvania  was  enacted  in  1913 
and  began  to  function  in  1914.    On  January  1,  1925,  the  law  became 
fully  effective.    Therefore,  the  graded-tax  law  should  be  considered 
as  something  that  we  have  had  in  actual  operation  only  since  1925. 
The  system  of  assessing  real  estate  for  taxation  purposes  in  the 
city  of  Pittsburgh  does  not  differ  materially    from  the   assssment 
system  in  force  in  other  large  cities  throughout  the  country.     Land 
and  buildings  are  assessed  separately,  just  as  in  Xew  York.  Boston. 
Cleveland,  Detroit  and  other  large  cities.    The  graded-tax  plan  does 
not  involve  any  discrimination  in  our  treatment  of  land  and  build- 
ings in  so  far  as  appraising  the  value  for  taxation  purposes  is  con- 
cerned.    It  is  entirely  a  matter  of  fixing  separate  tax  rates.     The 
Department  of  Assessors  furnishes  the  total  assessed  valuation  of 
land  and  the  total  assessed  valuation  of  buildings  to  the  City  Council. 
After  the  amount  of  the   city  budget  is  known  the   City  Council 
determines  the  tax  rates  for  city  purposes.     The  Council  fixes  two 
separate  rates,  one  rate  to  apply  to  the  land  and  the  other  rate  to 
apply   to  buildings.     The   building-tax   rate   according   to  the   law 
must  be  one-half  of  the  land-tax  rate.     Pittsburgh  therefore  does 
not  really  have  a  tax  on  real  estate  as  that  term  is  generally  under- 
stood in  speaking  of  taxation  in  American  cities.     In  place  of   a 
general  real  estate  tax,  we  have  a  land  tax  and  a  building  tax,  and 
while  it  is  possible  to  arrive  at  the  average  real  estate  tax  for  the 
city  as  a  whole  we  do  not  speak  in  terms  of  a  real  estate  tax.     The 
average  would,  of  course,  differ  in  almost  every  individual  case, 
depending  entirely  upon  the  relative  value  of  the  land  and  of  the 
building  in  each  individual  assessment.     But  there  is  absolute  uni- 
formity in  the  taxation  of  all  land  and  absolute  uniformity  in  the 
taxation  of  all  buildings.     We  levy  no  tax  w^hatever  on  personal 
property,  machinery,  etc.     Pittsburgh  stands  alone,  among  the  large 
cities  of  the  United  States,  in  this  respect. 

It  is  my  judgment  that  the^fuU  eft'ects  of  the  graded-tax  plan  have 
not  yet  been  attained,  nor  w'ill  they  be  attained  until  a  fuller  use  is 
made  of  all  the  land  within  the  city  of  Pittsburgh.     In  the  dpwn- 
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town  business  district  there  has  been  a  greater  amount  of  building 
in  the  '"  Golden  Triangle  "  during  the  past  six  years  than  during  a 
period  of  fifteen  years  previous  to  that  time.  Due  to  economic  con- 
ditions, land  previously  used  for  blast  furnaces  and  rolling  mills  is 
now  utilized  for  warehouses  and  light  manufacturing  buildings — 
the  buildings  being  several  stories  in  height.  In  property  used  for 
housing  purposes  a  most  notable  change  has  taken  place.  The  num- 
ber of  single  dwellings,  duplexes  and  apartments  erected  during  the 
past  six  years  has  been  greater  than  those  erected  in  twice  that 
period  at  any  previous  time  in  the  history  of  Pittsburgh.  Housing 
construction  has  progressed  to  such  an  extent  in  Pittsburgh  that 
land  suitable  for  such  development  is  becoming  very  scarce.  Many 
of  the  large  estates,  where  formerly  a  building  of  palatial  dimen- 
sions would  occupy  a  large  tract  of  land,  have  been  taken  over  by 
developers  and  the  acreage  laid  out  in  fair-sized  lots  and  residences 
erected  thereon.  These  three  classes  of  property  just  mentioned, 
i.  e.,  high-grade  business  property,  industrial  property  and  housing 
property,  have  been  benefited  by  having  a  lighter  burden  of  taxa- 
tion under  the  graded-tax  plan  than  they  would  have  if  the  flat-tax 
rate  system  were  in  force.  In  the  years  to  come,  when  further  de- 
velopment takes  place,  a  full  realization  of  the  benefits  of  the 
graded-tax  system  will  be  found.  We  can  say  at  least  that  the  man 
who  does  something  is  not  being  penalized  by  putting  a  heavy  tax 
burden  on  the  buildings  he  erected  for  any  purpose. 

No  claim  is  made  that  the  graded-tax  law  effects  a  saving  in 
taxation  to  the  community  as  a  whole.  A  certain  amount  of  rev- 
enue must  be  obtained  to  defray  the  expenses  of  the  city  govern- 
ment. The  allocating  of  this  cost  of  government  is,  however,  made 
in  a  different  manner  from  that  employed  in  other  American  cities, 
u  ith  the  result  that  certain  properties  are  contributing  a  less  amount 
to  the  cost  of  government  while  other  properties  are  contributing 
more.  To  again  classify  the  three  types  of  real  estate,  i.  e..  business, 
manufacturing  and  residential  properties,  we  find  with  regard  to 
business  properties  that  those  where  the  site  is  highly  developed  are 
paying  less  taxes  under  the  Pittsburgh  plan  than  they  would  pay 
under  the  fiat-rate  system.  In  those  cases  where  the  land  and 
building  values  are  about  equal  the  tax  is  approximately  the  same 
as  it  would  be  under  the  old  flat-rate  system.  In  the  case  of  those 
properties  improved  with  buildings  of  lesser  values  than  the  sites,  a 
greater  amount  is  paid  in  taxes  under  the  graded  tax  than  would  be 
collected  under  the  flat-rate  system.  The  majority  of  business  prop- 
erties in  the  downtown  district  are  in  the  latter  class  owing  to  the 
very  high  land  values  prevailing  in  the  "  Golden  Triangle."  These 
high  land  values  are  the  creation  of  alHhe  people  in  the  community 
who,  while  living  away  from  the  business  district,  do  business  in 
that  section  and  thus  make  it  valuable  for  business  purposes.     The 
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site  value  is  what  pays  the  largest  proportion  of  the  taxes  in  any 
business  district  in  Pittsburgh,  and  this  value  is  better  able  to  pay 
the  taxes  than  the  improvements.  The  site  in  a  great  majority  of 
the  cases  receives  an  annual  increment,  while  the  structure  thereon 
suffers  an  annual  depreciation.  We  tind  outstanding  examples  of 
increased  land  values  in  some  of  our  prominent  business  corners  in 
Pittsburgh.  The  Park  office  building  occupies  a  site  120  x  115  feet 
on  the  northwest  corner  of  Fifth  Avenue  and  Smithfield  Street. 
The  lot  was  purchased  by  Mr.  Park  from  the  United  States  govern- 
ment in  1893  for  $433,000.  Recently  a  reported  appraisal  on  this  lot 
was  $2,750,000.  showing  an  increment  of  $2,316,500.-  This  increase 
in  value  is  not  the  result  of  any  individual  eft'ort  but  is  a  result  of 
the  activities  of  the  entire  community. 

On  the  southwest  corner  of  Fifth  Avenue  and  Smithtield  Street 
is  located  a  lot  20x60  feet.  In  February,  1895,  this  lot  was  ap- 
praised by  three  of  Pittsburgh's  leading  real  estate  brokers.  The 
appraisal  was  made  for  the  Orphans'  Court  in  a  partition  proceed- 
ings. A  value  of  $81,720  was  placed  on  the  property,  land  and 
building.  Today  this  lot  is. leased  for  $30,000  per  year  net.  The 
building  is  owned  by  the  tenant.  The  capitalized  value  of  the  lot 
is  $600,000,  or  an  increment  of  S5 18.280  in  thirty- four  years. 

On  the  southeast  corner  of  Fifth  Avenue  and  Wood  Street  is  a 
lot  60  X  48  feet  that  was  sold  in  December,  1863,  by  Henry  Sterling 
to  Zodock  L.  Eisner  for  the  sum  of  $28,500.  In  May.  1929,  the 
Eisner  Estate  sold  to  the  United  Cigar  Company  this  same  property 
for  $850,000,  an  increase  of  $821,500. 

On  the  southwest  corner  of  Fifth  Avenue  and  Wood  Street  the 
Goehring  Estate  owns  a  lot  60  x  40  feet.  This  property  has  been  in 
the  Goehring  family  for  many  years.  In  December.  1897,  an  heir 
sold  a  one-eighth  interest  for  SlkoOO.  or  $144,000  for  the  full  value 
of  the  property,  as  appraised  at  that  time.  The  estimated  value  of 
the  property  today  is  $750,000.  The  increment  is  $606,000  in  thirty- 
two  years.  With  the  exception  of  the  Park  lot.  the  buildings  on 
these  properties  are  from  three  to  six  stories  in  height. 

Skyscrapers  as  an  investment,  i.  e.,  the  portion  of  the  building 
above  the  second  or  third  story,  show  a  very  low  return  on  the 
investment,  and  where  a  return  above  normal  is  shown  for  a  sky- 
scraper it  comes  from  the  ground-tloor  rentals.  A  vast  majority  of 
the  best  paying  business  sites  in  the  city  of  Pittsburgh  have  im- 
provements that  do  not  exceed  more  than  four  or  five  stories.  It  is 
my  contention  that  the  tax  levied  on  business  properties  is  an  unfair 
tax  where  the  burden  is  placed  on  the  property  that  is  highly  de- 
veloped by  having  a  tall  building  erected  thereon,  for  the  overhead 
expenses  of  these  buildings,  together  with  annual  depreciation,  very 
often  leaves  but  a  small  return  on  the  invested  capital. 

An  important  feature  of  the  Pittsburgh  plan  of  taxation  is  that 
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the  business  man  who  pays  a  heavier  share  of  taxes  on  his  land  is 
exempt  from  any  personal  property  taxes  whatsoever  for  city  pur- 
poses.    Industry  is  similarly  exempt. 

Industrial  property  in  the  cit\  of  Pittsburgh  is  undergoing  a 
change.  The  rolling  mills  and  blast  furnaces  are  seeking  locations 
outside  the  city  where  the  opportunity  for  expansion  is  better.  As 
previously  mentioned,  land  formerly  occupied  by  such  mills  and 
furnaces  is  now  being  used  by  warehouses  and  light  manufacturing 
buildings.  While,  in  some  cases,  these  properties  pay  a  heavier  tax 
under  the  Pittsburgh  plan  than  they  would  under  a  fiat  rate,  many 
of  the  properties  are  paying  less  taxes,  due  to  the  fact  that  the 
building  value  is  greater  than  the  land  value.  Industrial  property  in 
Pittsburgh  is  benefited  by  the  Pittsburgh  tax  plan  because  we  do  not 
tax  machinery,  raw  material  or  finished  products,  upon  which  the 
manufacturer  is  required  to  pay  taxes  in  many  communities  through- 
out the  country. 

A  noticeable  effect  of  the  graded-tax  plan  is  that  which  we  tind 
with  relation  to  industrial  property  that  had  been  held  at  a  selling 
price  far  in  excess  of  what  a  manufacturer  would  be  justified  in 
paying  for  a  suitable  site.  Such  property  has  since  been  placed  on 
the  market  at  a  much  lower  selling  price  than  was  asked  previous 
to  the  full  operation  of  the  graded-tax  plan,  and  numerous  sites 
have  been  sold  at  $1.50  to  $2.00  per  square  foot,  which  were  pre- 
viously held  at  $4.00  to  $5.00  per  square  foot. 

Opponents  of  the  graded-tax  plan  have  stated  at  times  that  the 
plan  is  not  proving  of  benefit  in  the  way  of  reducing  land  values, 
but  rather  that  an  increase  in  land  values  has  taken  place,  and  in 
support  of  their  contention  have  referred  to  increases  in  assess- 
ments of  industrial  properties  in  Pittsburgh  between  1913  and  1928. 
These  increases  in  the  assessed  valuation  of  land  actually  represent 
a  correction  of  incorrect  assessments  made  in  1916,  and  the  fact  is 
that  some  of  these  industrial  properties  have  actually  sold  for  less 
than  the  assessment  in  1927-28,  with  the  result  that  a  revision  of  the 
assessments  downward  has  since  been  made  to  correspond  with 
these  sales. 

It  is  my  judgment  that  95%  of  the  housing  properties  in  Pitts- 
burgh are  benefited  by  the  graded-tax  plan  through  tax  savings. 
A  complete  analysis  was  made  of  a  typical  home-owning  ward,  and 
in  this  ward  out  of  a  total  of  3.272  owners  of  improved  properties 
it  was  found  that  3,250  pay  from  30%  to  5%  less  taxes  by  reason  of 
the  graded-tax  plan.  It  is  my  conviction  that  these  are  the  prop- 
erties that  should  receive  the  greatest  consideration  because  the  land 
values  of  this  type  of  property  remain  stable,  whereas  building 
values  suffer  an  annual  depreciation.  The  wealth  invested  is  grad- 
ually decreasing,  while  these  same  people  are  helping  to  create  the 
increased  wealth  in  the  shape  of  land  values  in  the  business  sec- 
tion of  the  citv. 
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In  all  fairness  I  wish  to  say  that  I  make  no  claim  that  the  graded- 
tax  plan  was  responsible  for  all  the  increased  building  operations  in 
Pittsburgh,  but  I  would  rather  say  that  the  building  operations  were 
a  natural  development  in  the  growth  of  the  community.  I  do  main- 
tain, however,  that  the  owners  of  the  properties  that  have  been 
well  improved  have  a  lighter  tax  to  pay  under  the  Pittsburgh  plan 
than  they  would  have  under  the  old  flat-rate  system.  This  belief  is 
based  upon  the  number  of  inquiries  that  have  come  to  me  from 
those  wanting  to  know  what  their  taxes  would  be  if  they  built  a 
home  in  a  certain  district  as  compared  with  what  their  taxes  would 
be  on  a  similar  home  built  outside  the  city  in  one  of  the  adjoining 
boroughs.  In  such  cases  the  tax  estimates  made  by  me  almost  in- 
variably resulted  in  the  inquirer  building  within  the  city  of- Pitts- 
burgh. 

With  regard  to  rents,  it  is  my  contention,  based  on  an  actual 
survey  made  in  fourteen  of  the  large  cities  of  the  country,  that  no 
fair  comparison  can  be  made  between  housing  conditions  in  Pitts- 
burgh and  those  in  other  cities.  Properties  compared  as  to  type  of 
construction,  location  of  the  properties  and  the  facilities  afforded 
vary  so  in  the  different  cities  that  a  common  denominator  cannot 
be  used  such  as  is  necessary'  to  arrive  at  a  proper  conclusion  as  to 
the  rate  per  room  or  rate  per  apartment  or  house. 

I  do  not  claim  that  the  graded-tax  plan  has  had  any  particular 
■effect  on  rentals  in  Pittsburgh.  Abnormal  conditions  have  existed 
in  renting  properties  for  housing  purposes  during  and  since  the  war, 
but  it  is  only  fair  to  draw  the  conclusion  that,  all  things  being  equal, 
when  a  landlord  pays  a  lower  tax  through  the  graded-tax  plan,  it 
should  result  in  a  lower  rental,  as  the  owner  can  then  aft'ord  to  rent 
for  less. 

Pittsburgh  cannot  be  compared  with  many  other  cities  with  re- 
spect to  tax  rates,  due  to  the  fact  that  our  entire  tax  revenue  is 
derived  from  real  estate,  while  maiiy  other  cities  have  a  revenue 
from  personal  property  and  public  utility  taxes  equivalent  to  30% 
of  their  entire  revenue.  Neither  of  these  sources  of  revenue  are 
available  in  Pittsburgh. 

Since  the  graded-tax  plan  has  been  fully  effective  I  have  been  in 
close  touch  wath  the  situation,  due  to  my  position  as  Chief  Assessor 
of  the  city  of  Pittsburgh,  and  as  far  as  I  can  learn,  no  serious  ob- 
jection is  offered  to  the  present  tax  plan.  The  taxpayers  of  the 
community  as  a  whole  seem  to  have  accepted  the  graded-tax  plan, 
and  it  has  been  and  is  today  strongly  endorsed  editorially  by  all  the 
daily  newspapers.  Furthermore,  every  member  of  the  City  Council, 
the  men  who  determine  our  tax  rates,  are  on  record  in  favor  of  the 
■  present  Pittsburgh  tax  plan,  which,  as  explained  above,  has  as  its 
two  principal  features  the  graded  tax  and  the  exemption  from 
taxation  of  personal  property,  machinery,  etc. 
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The  best  answer  to  the  charge  that  the  graded-tax  plan  is  a 
menace  to  the  growth  and  welfare  of  the  community  is  to  be  found 
in  the  fact  that  Pittsburgh  has  had  its  most  remarkable  development 
in  the  Pittsburgh  district  since  1924,  when  the  graded-tax  plan  came 
into  full  operation.  The  United  States  Steel  Company  is  spending 
in  the  Pittsburgh  district  $100,000,000  in  expansion  and  improve- 
ments. During  1927-28  the  amount  of  building  operations,  wherein 
the  buildings  cost  $100,000  or  more,  amounted  to  $100,000,000.  The 
three  great  trunk  lines  entering  Pittsburgh,  i.  e..  the  Pennsylvania 
Railroad,  the  New  York  Central  Railroad,  and  the  Baltimore  &  Ohio 
Railroad,  are  spending  more  than  $80,000,000  in  terminal  expan- 
sion and  improvements.  Allegheny  County,  in  1928.  started  public 
improvements  amounting  to  $45,000,000.  The  City  of  Pittsburgh, 
between  1924  and  1928.  spent  $35,000,000  in  public  improvements. 
Two  important  public  utilities,  i.  e.,  the  Bell  Telephone  Company 
and  the  Allegheny  Heating  Company,  have  an  improvement  pro- 
gram of  expansion  under  way  wherein  $25,000,000  is  to  be  ex- 
pended. In  1922  bank  clearings  in  the  citv  of  Pittsburgh  amounted 
to  $6,800,000,000;  in  1928  they  were  $9,450,000,000.  or  50%  more 
than  the  city  of  Cleveland  in  that  year,  and  three  times  the  amount 
of  the  city  of  Cincinnati.  These  two  cities  are  in  the  same  Federal 
Reserve  district  as  the  city  of  Pittsburgh. 

After  a  careful  study  of  conditions  in  the  Pittsburgh  district  I 
am  thoroughly  convinced  that  Pittsburgh's  tax  plan  aids  Pittsburgh 
in  promoting  progress. 

Ch.mrman  M.^xwfij.:  Mr.  McMahon  has  given  us  a  very  in- 
teresting presentation  of  the  principle  of  the  graded  tax  on  build- 
ings from  the  standpoint  of  the  advocate  of  that  method  of  taxation. 
It  is  not  anticipated  that  this  will  develop  into  a  joint  debate,  but  it 
is  my  understanding  that  the  next  gentleman  on  the  program  will 
present  to  us  a  different  viewpoint  from  that  presented  by  'Sir. 
]\IcMahon. 

Surely,  one  engaged  in  the  real  estate  business  ought  to  be  able 
to  bring  up  an  interesting  view  of  the  operation  of  this  system. 
Mr.  Edward  F.  Daume,  of  the  Commonwealth  Real  Estate  Com- 
pany of  Pittsburgh.  Pennsylvania,  will  now  present  another  view 
of  this  question. — Mr.  Daume. 

THE  GRADED  TAX  OX  BLTLDIXGS 

E.    F.    D.\UME 

By  those  interested  in  municipal  taxation  our  subject  is  generally 
understood  to  denote  the  experiment  in  taxation  methods  under 
which  the  city  of  Pittsburgh.  Pennsylvania,  has  been  operating 
during  the  past  fifteen  years. 
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The  simplest  definition  is  that  huildings  are  taxed  with  half  the 
levies  on  land.  The  fact  that  the  subject  has  been  assigned  to  two 
speakers  from  Pittsburgh  indicates  that  there  is  a  desire  or  inten- 
tion that  the  Pittsburgh  plan  or  method  of  taxation  be  discussed  at 
this  conference. 

The  phrase  "  Graded  Tax  Law  "  no  longer  properly  describes 
Pittsburgh's  method.  It  was  a  graded  system  only  while  it  was  in 
process  of  being  introduced  and  established.  The  Legislative  Act 
of  1913  provided  a  gradual  introduction — the  first  two  years  a  re- 
duction of  10%  on  buildings,  and  each  successive  triennium  a  fur- 
ther reduction  of  10%  was  allowed,  until  the  total  reduction  from 
land  taxes  reached  50%^,  which  transpired  in  1925  when  the  limit 
was  gained.  Since  then  the  city  levies  only  one-half  the  land  tax 
on  buildings,  the  tax  rate  for  the  last  two  years  being  twenty-five 
mills  on  land  and  twelve  and  one-half  mills  on  buildings.  These 
levies  do  not,  however,  cover  all  the  taxes  on  real  estate  in  Pitts- 
burgh. 

It  should  properly  be  noted  here,  and  be  kept  in  mind  throughout 
this  discussion,  that  in  the  city  of  Pittsburgh  there  are  three  sep- 
arate and  independent  taxing  units  or  municipalities.     There  is : 

1st — The  City  of  Pittsburgh  u'liosc  taxing  system  is  here 
under  discussion. 

2nd- — The  School  District  of  Pittsburgh  covering  the  same 
territory. 

3rd — The  County  of  Allegheny. 

The  city's  levy  of  25  mills  on  land  and  12^/2  mills  on  buildings 
averages  18.9  mills  on  both.  That  is  to  say,  that  if  there  were  no 
graded-tax  law  it  would  require  a  general  levy  of  18.9  mills  to  pro- 
duce the  revenue  now  produced  under  our  present  method  of  taxa- 
tion. Consequently,  real  estate  in  the  city  of  Pittsburgh  for  the  past 
two  years  has  been  subject  to  the  following  tax  rates: 

City  levy    18.9  mills     —     1.89% 

School II. 5       "        —     1.15% 

County    yi/s      "        —       .7375% 

Total 3-7775% 

Pittsburgh  has  consequently  had  fifteen  years  of  experience  with 
this  graded-tax  law,  only  the  last  four  years  of  which  have  seen  it 
in  full  operation.  During  that  period  the  tax  rate  in  the  city  proper 
has  advanced  from  8.9  mills  in  1913  to  18.9  mills  in  1928  and  1929; 
and  this  notwithstanding  that  the  assessed  valuations  of  real  estate 
rose  from  $758,336,910  in  1913  to  $1,136,606,150  in  1929. 

I  am  not  reciting  this  increase  in  tax  rates  to  show  an  effect  of 
the  graded-tax  law,  but  because  I  have  met  with  a  widely  prevalent 
impression  that  the  Pittsburgh  method  has  reduced  taxes. 
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It  is  very  probable  that  the  full  effect  of  the  graded-tax  law  has 
been  retarded  and  mitigated  by  its  graduated  introduction,  and  also 
by  the  fact  that  only  the  tax  burden  of  the  city  proper  has  been 
distributed  by  this  method  of  taxation.  However  that  may  be.  in 
appraising  its  effect,  due  consideration  should  be  given  to  another 
Act  of  the  Pennsylvania  Legislature,  namely  that  of  1911,  whereby 
the  classification  of  real  estate  for  the  purpose  of  taxaiton  was  re- 
pealed.    Up  to  that  year  Pittsburgh  had  three  classes  of  real  estate : 

"  Built  up  ''  paying  the  full  rate, 

■'  Rural  "  paying  two-thirds  the  full  rate, 

"  Agricultural  "  paying  one-half  the  full  rate. 

The  repeal  of  this  classification  feature  increased  materially  the 
burden  of  taxation  resting  on  land  in  the  residential  and  undevel- 
oped wards  of  the  city,  consisting  largely  of  vacant  tracts  of  land. 
It  was  estimated  at  the  time  this  repealer  was  enacted,  that  it  meant 
an  increase  of  fifty  per  cent  in  taxes  on  property  worth  $212,748,681. 

I  believe  it  will  appeal  to  students  of  municipal  taxation  that  an 
increase  in  tax  burden  as  enormous  as  that  just  recited,  added  to. 
several  years  later,  by  still  further  burdens  under  'the  new  graded- 
tax  law,  should  test  adequately  the  theory  that  high  taxes  cause 
lower  land  values;  and  I  am  prepared^to  show  later  on  that  these 
lower  land  values  did  not  materialize.  But  before  I  proceed  to 
offer  illustrations  of  this  effect  upon  vacant  land  holdings,  I  would 
like  to  exhibit  its  oppressive  discriminatory  effect  upon  built-up 
properties.  The  first  two  wards  of  the  city  offer  a  good  example  of 
built-up  properties. 

The  city  has  a  large  number  of  tall  Iniildings.  The  Thompson- 
Starrett  Company,  Inc.,  in  a  recent  skyscraper  survey  credits  the 
city  with  52  buildings  ten  to  twenty  stories  high,  and  15  buildings 
twenty-one  or  more  stories  high.  I  judge  these  figures  to  be  cor- 
rect. All  but  a  few  are  in  the  downtown  district.  They  occupy  a 
large  area  of  the  lower  city  (the  Golden  Triangle),  There  is, 
however,  a  much  larger  area  covered  with  buildings  of  two,  three, 
and  up  to  eight  and  nine  stories.  These  have  their  uses  and  are 
important  elements  in  the  general  structure  of  the  city.  Their  pro- 
portion to  the  taller  buildings  is  not  an  unusual  one.  Tlic  sky-liuc 
of  Pittsburgh  docs  not  differ  so  greatly  from  most  large  cities. 

Of  the  twenty-one  millions  of  dollars  raised  this  year  by  taxes  on 
real  estate,  seven  and  one-half  millions  were  contributed  by  wards 
"  one  "  and  "  two  ".  These  two  wards  comprise  an  area  of  537 
acres.  Eliminating  about  160  acres  occupied  by  streets  and  an- 
other 160  acres  occupied  by  railroads,  and  a  further  17  acres  occu- 
pied by  public  buildings  and  other  tax-exempt  properties,  we  have 
a  net  area  of  200  acres,  of  which  area  not  more  than  18^^  or  pos- 
siblv  20  acres  are  covered  with  buildings  paying  the  normal  or  less 
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than  the  normal  rate  of  taxation.  (By  normal  rate  I  mean  the  rate 
which  would  obtain  if  the  city  did  not  have  the  graded-tax  law.) 

A  rather  comprehensive  and  careful  analysis  discloses  that  these 
buildings  pay  in  the  aggregate  approximately  one  million  dollars, 
or  less  than  one-seventh  of  the  taxes  produced  by  the  "  triangle  " 
wards — six-sevenths  of  the  taxes  are  paid  by  the  other  180  acres 
covered  with  buildings.  Properties  which  are  not  so  greatly  im- 
proved, do  not  have  the  larger  revenues,  are  less  able  to  pay,  and 
costing  the  city  less  money  to  govern,  must  bear  the  greater  burden, 
and  do  so  for  the  benefit  of  the  more  fully  improved  properties. 
The  properties  covering  the  larger  area  and  paying  six-sevenths  of 
the  city's  revenue  from  the  district  are  penalized  for  the  benefit  of 
the  higher  buildings.  Pittsburgh  has  been  about  thirty-five  years  in 
the  erection  of  these  large  buildings.  The  Grant  Building,  re- 
cently completed,  has  added  about  501,000  square  feet  to  the  avail- 
able office  space  in  Pittsburgh,  or  over  11  acres.  The  Koppers 
Building  has  added  nearly  as  much  more.  It  would  require  consid- 
erable ability  as  a  prophet  to  foretell  how  soon  another  twenty  acres 
of  the  180  acres  will  be  needed  to  supply  the  demand,  and  until 
then,  under  our  graded  system,  these  properties  must  bear  an  un- 
equal share  of  the  tax  burden. 

My  studies  have  shown  such  lack  of  uniformity  in  taxation  as  the 
following  contrasts :  ^ 

The  land  in  the  block  bounded  by  Smithfield  Street,  Grant  Street, 
Fifth  Avenue  and  Oliver  Avenue,  occupied  by  the  Mellon  Bank 
Building,  Union  Trust  Building  and  Henry  Hotel,  is  assessed  at 
$7,217,300  and  the  buildings  are  assessed  at  $5,124,000.  Taxes 
aggregate  $244,482,  or  a  shade  less  than  two  per  cent  on  the  as- 
sessed valuation.  The  land  in  the  block  bounded  by  Smithfield 
Street,  Diamond  Street,  Fourth  Avenue  and  William  Penn  Way  is 
assessed  at  $2,734,695  and  the  buildings  at  $265,830.  The  aggregate 
city  tax  amounts  to  $68,367,375,  or  at  the  rate  of  2.35%.  Kauf- 
niann's  Store,  occupying  the  block  bounded  by  Smithfield  Street, 
Fifth  Avenue,  Diamond  Street  and  William  Penn  Way,  pays  two 
and  one-tenth  per  cent  taxes,  while  the  adjoining  block  bounded  by 
Grant  Street,  Fifth  Avenue,  William  Penn  Way  and  Diamond 
Street,  covered  by  the  Frick  Building,  the  Frick  Annex  and  the 
Carnegie  Building,  pays  only  1.817c  city  tax.  Eighteen  buildings 
in  the  downtown  district  examined  and  compared  have  tax  rates 
ranging  from  1.54.%  to  1.77%.  Eleven  other  buildings  from  ten  to 
twenty  stories  range  from  1.84%  to  1.90%.  Twelve  buildings  from 
six  to  thirteen  stories  range  from  2%  to  2.45%.*    Commercial  build- 

*  Park  Building,  Fifth  Avenue  and  Smithfield  Street.  Lot  I20  x  no.  Fif- 
teen-story building.     Tax  rate,  2.23%. 

Carnegie  Building,  Fifth  Avenue  between  Smithfield  Street  and  Grant 
Street.      Lot  120  x  no  feet.     Tax  rate,  1.88%. 
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ings,  retail  stores  from  six  to  twelve  stories,  range  from  1.78%  to 
2.22%.  Apartment  houses,  usually  built  on  less  valuable  land,  have 
tax  rates  ranging  from  1.327f  to  1.42%^.  Manufacturing  properties 
range  from  2%  to  2.4%. 

This  last  class  of  properties  is  particularly  discriminated  against 
for  the  reason  that  their  land  holdings  are  of  such  large  proportions 
when  compared  to  their  building  values. 

I  believe  I  have  furnished  sufficient  evidence  to  show  the  in- 
equalities in  taxation  produced  by  this  system.  -7  But  our  friends 
who  favor  this  discrimination  and  who  promoted  the  passage  of  the 
law.  claimed  some  great  benefits  as  the  result  of  its  operation. 
Quoting  almost  verbatim  from  a  Bulletin  of  the  Civic  League  of 
i912: 

"  The  higher  taxes  on  land  would  induce  owners  to  place  land 
on  the  market  by  making  it  harder  to  hold  land  vacant."  "  As 
owners  become  more  anxious  to  sell,  the  price  of  land  would  tend 
to  decrease.  Thus  prospective  industries  could  secure  sites  at  more 
attractive  prices."  "  All  this  would  tend  to  a  great  development 
of  the  city."  "  Rent  would  be  decreased  by  both  the  lower  price  of 
land  and  the  lower  taxes  on  buildings."  "  A  premium  would  be 
placed  on  capital  in  buildings  and  a  penalty  for  putting  it  in  vacant 
land."  ■'  Therefore  capital,  as  rapidly  as  possible,  would  shift  from 
land  to  buildings,  and  buildings  would  be  erected  to  pay  the  in- 
creased taxes  on  land."  "  All  this  would  stimulate  building." — 
And  more  of  the  same  sort  of  reasoning. 

The  discrimination  I  have  pointed  out  was  to  be  justified  by  the 
benefits  foretold.  They  did  not  seem  to  be  aware  of  the  well- 
established  fact  that  to  cheapen  land  discourages  the  desire  to  own 
land.  The  reason  moving  one  man  to  sell,  dissipates  the  desire  of 
the  other  to  buy.  This  is  usually  expressed  in  market  language  as 
an  axiom  that  it  is  more  difficult  to  sell  on  a  falling  market  than  on 
a  rising  one;  so  that  by  their  method  of  forcing  the  land  into  use 
they  lessen  the  demand  for  that  use  and  thereby  defeat  their  object. 

/  have  advanced  the  thought  just  expressed  mare  as  a  general 
statement  of  lazvs  affecting  the  development  of  real  estate. 

Building  operations  are  encouraged  and  promoted  by  entirely 
different  forces.  To  induce  large  building  enterprises  there  must 
be  a  reasonable  prospect  of  marketing  the  product.     The   law  of 

The  Pittsburgh  Life  Building,  Federal  Street  and  Liberty  Avenue.  Lot 
I20  X  112  feet.     Six-story  building.     Tax  rate,  2.3%, 

The  Jenkins  Arcade,  Liberty  Avenue,  Penn  Avenue,  Fifth  Avenue  and 
Stanwix  Street.  Eight-story  building.  Lots  150x240  and  90x115  feet. 
Tax  rate,  2.17%. 

The  Empire  Building,  Liberty  Avenue  and  Stanwix  Street.  Twelve-story 
building.     Lot  90  x  115  feet.     Tax  rate,  1.54%. 

The  Westinghouse  Building,  Penn  Avenue  and  Anderson  Street.  Twelve- 
story  building.     Lot  78  x  112  feet.    Tax  rate,  1.7%. 
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supply  and  demand  must  be  carefully  reckoned  with.  The  facility 
of  financing  is  an  important  element — funds  must  be  readily  avail- 
able. The  ability  and  capacity  of  the  builder  and  investor  have  to 
meet  the  test  applied  by  the  financing  agent,  and  last  but  not  least, 
the  earning  capacity  of  the  community  is  the  greatest  force  in  land 
development.  The  years  immediately  after  the  war  have  offered  us 
the  greatest  example  of  how  much  this  means.  It  was  the  largest 
factor  of  all  in  producing  the  unprecedented  era  of  building  con- 
struction ever  witnessed  in  the  country.  These  conditions  prevailed 
everywhere,  and  while  Pittsburgh  had  an  enormous  volume  of  build- 
ing construction,  it  is  matched  by  all  the  cities  comparable  with 
Pittsburgh  in  size  and  importance. 

Let  me  quote  some  figures  from  the  Statistical  Abstract  of  the 
U.  S.  Labor  Bureau  and  the  Reports  of  the  U.  S.  Department  of 
Commerce.  I  have  arranged  these  for  comparison  in  five-year 
period — 1911  to  1915  and  1923  to  1927.  These  periods  escape,  to  a 
large  extent,  the  effect  of  the  war  conditions. 

Average  Construction  Annua/  Increase  for 

iqii  iqis         ig23  igzy       Last  Period     Per  Cent 

Pittsburgn     $14,277,189  $37,750,600  $25,473,411  178% 

Buffalo     11,832,475  29,108,500  17,276,025  146% 

Boston     24,203,306  55,379,500  31,176,194  128% 

Cincinnati   10,097,138  27,946,800  17,849,662  176% 

Cleveland    23,453,895  62,120,800  48,666,905  207% 

Detroit     27,095,691  159,935,600  132,839,909  490% 

St.   Louis     15,789,618  43,666,500  27,876,882  176% 

Washington,  D.  C 12,544,548  53, 713,500  41,168,952  328% 

Milwaukee    12,530,113  34,918,500  22,388,387  178% 

Indianapolis     8,355,776  23,555,000  15,199,224  181% 

All  had  a  very  large  increase  of  building  construction  for  the  last 
five  years,  with  increases  ranging  from  128%  to  490%,  Pittsburgh's 
increase  being  176%. 

Four  cities  had  a  greater  increase  than  Pittsburgh,  three  were  on 
a  par  with  Pittsburgh  and  two  were  lower. 

The  mounting  cost  of  building  construction  between  these  periods 
must  be,  considered  if  a  true  perspective  is  to  be  visualized.  Taking 
these  costs  in  1913  at  100,  they  fell  to  92.6  in  1915  and  rose  from 
that  point  to  214.1  in  1923,  and  in  1927  stood  at  206.2.  While  they 
have  been  higher  in  Pittsburgh  than  in  other  cities,  except  Xew 
York  and  Chicago,  there  is,  for  our  purpose,  no  need  of  doing  more 
than  calling  attention  to  the  item,  and  to  make  a  fair  comparison 
between  the  earlier  and  the  later  periods  it  is  quite  sufficient  to 
halve  the  figures  for  the  last  period. 

The  figures  given  in  all  cases  include  residential,  commercial, 
industrial  and  educational  buildings.  Thev  also  include  public  in- 
10 
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stitutions,  public  works  and  utilities,  social  and  recreational,  relig- 
ious and  memorial  structures.  Only  the  first  three  classes  pay  taxes, 
and  where  any  city  has  had  an  ambitious  program  of  public  build- 
ing, such  a  factor  would  necessarily  unbalance  its  proportion  of 
building  construction  to  meet  the  local  demand  for  housing  com- 
merce and  industry.  The  proportions  of  these  to  the  whole  in  1925. 
1926  and  1927  in  the  entire  country  have  been  about  fifty  to  fifty-five 
per  cent.  In  the  Pittsburgh  district  for  the  years  1926  and  1927 
they  have  been  56%  and  60%.  so  that  in  the  Pittsburgh  district  from 
40%  to  44%  were  for  public  and  semi-public  purposes.  *"The  Pitts- 
burgh district  embraces  a  very  large  contiguous  suburban  territory, 
which  in  the  past  ten  years  has  had  a  very  extensive  building  pro- 
gram, an  unusually  large  proportion  of  which  has  been  housing. 

The  boroughs  and  townships  surrounding  Pittsburgh  in  1925  re- 
ported a  total  building  construction  of  $15,732,046.  or  $1,770,439 
more  than  the  city's  average  for  1911  to  1915.  In  1924  the  total 
for  these  boroughs  and  townships  was  even  greater,  or  $16,112,408; 
while  the  actual  figures  for  the  next  two  succeeding  years  are  not 
available,  an  approximate  estimate  for  these  years  is  even  greater 
than  that  of  1924  and  1925.  In  1927  eleven  boroughs  and  townships 
out  of  120  had  building  construction  amounting  to  $15,060,810.  It 
is  also  significant  that  from  eighty  to  ninety  per  cent  of  this  con- 
struction was  for  new  homes. 

Before  I  leave  this  subject  permit  me  to  quote  some  figures  from 
the  1928  Report  of  the  U.  S.  Department  of  Labor.  Bulletin  No.  469, 
summarizing  building  permits  for  1927.  Pittsburgh,  with  a  popula- 
tion of  665.500,  provided  new  housing  for  2,588  families  or  38.9  per 
10,000  of  population.    Its  total  per-capita  construction  was  $55.76. 

Baltimore,  population  819.000.  provided  housing  for  3,546  fami- 
lies or  43.3  per  10,000  of  population.  Its  total  building  construction 
was  $34.72  per  capita. 

Cleveland,  with  a  population  of  972,500,  furnished  3.631  families 
with  housing  or  37.3  per  10,000  of  population.  Its  total  building 
construction  was  $46.77  per  capita. 

Detroit,  population  1.334,500;  provided  15,614  families  with  hous- 
ing or  117  per  10.000  of  population.  Its  total  building  construction 
was  $109.07  per  capita. 

Buffalo.  X.  Y..  population  550.000.  provided  housing  for  3.373 
families  or  61.3  per  10.000  of  population,  and  it?  building  construc- 
tion was  $60.13  per  capita. 

Cincinnati,  Ohio,  population  412,000,  provided  housing  for  3,212 
families  or  77.9  per  10,000  of  population.  Its  building  construction 
amounted  to  $74.16  per  capita. 

Boston,  population  793,000,  provided  housing  for  5,316  families, 
or  67  per  10,000  of  population.  Its  building  construction  was  $76.90 
per  capita. 
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Chicago,  population  3,102,800,  provided  housing  for  41,201  fami- 
lies or  132.8  per  10.000  of  population.  Its  building  construction  was 
$117.66  per  capita. 

Milwaukee,  population  536.400,  provided  housing  for  4,252  fami- 
lies or  79.3  per  10,000  of  population.  Its  building  construction 
amounted  to  $70.37  per  capita. 

Philadelphia,  population  2,035.900,  provided  housing  for  12,197 
families  or  59.9  per  lO.OOO  of  population.  Its  building  program  was 
$57.76  per  capita. 

St.  Louis,  population  839.200,  provided  housing  for  5,463  families 
or  65.1  per  10,000  of  population.  Its  total  building  construction 
amounted  to  $49.35  per  capita. 

Washington,  D.  C,  population  540,000,  provided  homes  for  3,938 
families  or  72.9  per  10,000  of  population.  Its  building  construction 
was  $72.77  per  capita. 

In  1927  building  construction  in  the  United  States  reached  the 
total  of  $7,800,000,000.  an  increase  over  1913  of  $5,200,000,000  or 
320  per  cent. 

The  following  twelve  cities  are  compared : 

Housing  for  No.  of        Per  Capita 

Families  to  each  Building 

10,000  of  Population       Construction 

1.  Cleveland     37-3  $46-77 

2.  Pittsburgh    38.9  55.76 

3.  Baltimore 43-3  34-72 

4.  Philadelphia    59.9  57-76 

5.  Buffalo    .  .  .- 61.3  60.13 

6.  St.   Louis   65.1  43.35 

7.  Boston     67.  76.90 

8.  Washington,  D.  C 72.9  72-77 

9.  Cincinnati 77-9  74-l6 

10.  Milwaukee     79-3  70-37 

11.  Detroit    il/-  109.07 

12.  Chicago    132.8  117.66 

These  cities  provided  for  each  10.000  of  population,  housing 
ranging  from  2)7 .Z  for  Cleveland  to  132.8  for  Chicago. 

Pittsburgh's  quota  stood  at  38.9  —  second  in  the  list;  ten  cities 
were  higher. 

The  per-capita  cost  of  building  construction  ranged  from  $34.72 
to  $117.00.  Pittsburgh  stood  at  55.76.  Only  three  cities  were  lower 
than  Pittsburgh — Baltimore.  St.  Louis  and  Cleveland. 

To  me  these  figures  are  an  indisputable  evidence  that  the  very 
large  building  construction  in  the  city  of  Pittsburgh  during  the 
post-war  period  cannot  be  attributed  to  the  graded-tax  law ;  that  the 
city  in  this  respect  has  had  no  marked  advantage  over  other  cities; 
that  it  has  only  participated  in  the  general  prosperity  of  the  entire 
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land.  It  is  particularly  demonstrated  by  the  magnitude  of  dwelling- 
house  construction  in  the  suburbs,  the  boroughs  and  townships  sur- 
rounding the  city,  in  which  the  graded-tax  law  is  not  applied,  that 
discrimination  in  taxation  is  not  a  part  of  the  moving  factor  or 
inducement  in  building  operations. 

I  have  dwelt  at  great  length  on  this  subject  of  building  construc- 
tion, because  the  advocates  of  this  plan,  in  their  public  addresses 
and  prints,  magnify  this  element  and  are  so  extravagant  in  their 
claims  that  their  pet  theory  is  responsible  for  Pittsburgh's  progress 
in  building  construction. 

Of  the  greatest  importance  to  this  study  is  the  question  of  hous- 
ing and  rental  conditions  in  Pittsburgh.  From  personal  experience 
we  know  that  the  lower  rents  assured  by  the  promoters  of  the  law 
have  not  appeared,  and  it  can  also  be  shown  by  competent  authority 
that  rents  are  not  only  higher  than  they  were  in  1913,  but  also 
higher  than  in  other  cities. 

Louis  K.  Manley,  Dean  of  the  School  of  Business  Administra- 
tion of  the  University  of  Pittsburgh,  made  an  extensive  study  of  the 
rent  situation  in  Pittsburgh,  and  in  1925  in  an  address  before  the 
Pennsylvania  Real  Estate  Association  reviewed  this  subject  very 
extensively.     Quoting  from  this  address  I  submit  the  following : 

"  In  1913  there  were  only  two  apartments  or  houses  of  this  class 
(four,  five  and  six  rooms)  offered  for  rent  above  $70.00  per  month, 
and  these  two  rented  for  less  than  $80.00."  ''  In  1913  there  were 
more  than  2,500  apartments  and  houses  (four,  five  and  six  rooms) 
advertised  for  a  monthly  rental  of  $30.00  or  less.  " 

That  was  the  year  of  the  enactment  of  the  graded-tax  law,  and 
its  proponents  tried  to  make  us  believe  that  at  that  time  there  was 
such  a  dearth  of  housing  for  working  men  that  manufacturers  re- 
fused to  locate  in  Pittsburgh. 

Mr.  Manley  goes  on  to  say:  "In  1925  there  were  1,682  houses 
offered  at  above  $80.00  as  against  none  in  1913,  and  2,650  above 
$70.00  as  against  two  in  1913,  whereas  2.547  apartments  and  houses 
of  this  size  were  offered  for  rent  in  1913  at  $30.00  or  below.  In 
1925  only  130  were  so  offered." 

Permit  me  also  to  quote  from  a  study  of  housing  rents  in  Pitts- 
burgh, made  by  the  same  bureau  of  the  University  of  Pittsburgh, 
under  the  direction  of  Dr.  Joseph  M.  Gillman. 

I  have  had^the  assurance  of  the  Doctor  that  this  study  was  a  very 
comprehensive  and  careful  one,  and  is  as  exact  as  is  humanly  pos- 
sible. The  pamphlet  was  published  in  1926  and  was  later  incorpor- 
ated in  his  subsequent  study  "  Rent  Levels  and  Their  Causes." 

''  In  1918  and  1919  the  average  rent  per  year  per  room  in  houses, 
flats  and  apartments  was  as  follows,  viz. : 
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Rents  Wages  per  Hour 

Pittsburgh    $51-33  75-5c. 

Detroit    48.35  80.3c. 

Si.    Louis    47.16  80.2c. 

X'ew  York   45-83  70.6c. 

San  Francisco 45.60  90.6c. 

Cleveland    42.88 

Cincinnati     42.84 

Chicago     39.33 

X'ewark,   X".   J 39-05 

Buffalo    37-51 

Boston     37-10 

Los  Angeles    34-62 

Philadelphia  and  Camden    32.93 

Milwaukee    32.39 

Baltimore   29.54 

In  his  table  IV,  average  monthly  rents  in  Pittsburgh  in  specified 
months,  he  shows  an  annual  average  for  the  years  1913  to  1925,  as 
follows : 

Acttial  Rent  in  Dollars 

1913    $25.43 

1914    26.65 

1915    28.89 

1916    29.65 

1917    36.13 


6-.-C. 
76.5c. 
72.3c. 

68.  ic. 

69.  ic. 
67.6c. 
67.7c. 
69.8c. 
79.7c. 


Index  Number 


1918    39.04 

40.85 

60.94 

87.40 

75-15 

86.56 

78.52 

70-92 


1919 
1920 
1921 
1922 
1923 
1924 

1925 


100 
104.8 
1 13.6 
1 16.6 
142. 1 

153-5 
160.6 
239.6 
343-7 

295-5 
340-4 
308.8 

278.9. 


On  page  72>  he  says :  "  Rents  were  still  high  in  Pittsburgh  in  the 
spring  of  1926.  They  were  168.9%  above  spring  rents  in  the  year 
1913.  Relative  to  1913  thev  were  65.3%  above  construction  costs 
of  1925."' 

Finally  I  desire  to  show  some  increasing  land  values,  and  par- 
ticularh-  the  increase  in  industrial  properties  as  shown  by  the  books 
■of  the  assessor's  office: 

9th  Ward — Land   assessed   in    1913   at   $35,000   per  acre   was 
raised   to  $40,000,  $45,000   and   $50,000  per   acre 
in  1928 
loth  Ward — $7,000  in  1913  raised  to  $15,000  per  acre  in  iq2S 


8,000  "    1913 

20,000  ''    1913 

30,000  "    19 13 

15th  Ward — 16,000  "    1913 

20,000  "    1913 

20,000  "    1913 

17th  Ward — 40,000  "    19 13 

2ist   Ward — 22,000  "    1913 

27th   Ward — 18,000  "    1913 


20,000 
40,000 
40,000 
30,000 
30,000 
35,000 
60,000 
37.500 
30.000 


1928 
'  192S 
1928 
1928 
1928 
1928 
T928 
1928 
1028 
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In  1914  land  valuations  in  the  first  27  wards  of  the  city  aggre- 
gated $481,741,700.  In  1929  the  same  wards  showed  a  land  value 
ot  $565,885,020— an  increase  of  $84,143,320. 

Land-value  increases  in  eight  residential  wards  of  the  city  in  five 
years,  as  shown  by  the  books  of  the  city  assessors: 

Ward  19^4  19-9 

7th $19,188,950  $20,935,590 

■'»th 1 7,222,390  20,583,330 

nth 25,370,190  26,566,240 

I2th 12,233,810  12,287,600 

13th 8,551,630  9,646,350 

I4lh 33.503.590  39,219,250 

15th 11,758,51)0  12,535,320 

19th 14,294,650  15,864,730 

1  have  no  desire  to  set  myself  up  as  an  expert  in  analysing  and 
presenting  tax  subjects.  In  my  paper  you  have  the  honest  effort 
of  one  who  cannot  justify  an  unfair  system  of  taxation.  I  believe 
it  to  be  a  correct  principle  that  taxes  should  be  distributed  equally — 
that  discrimination  in  the  distribution  of  the  general  tax  burden 
cannot  be  justified  under  any  circumstances.  I  have  tried  to  show 
you  by  the  facts  presented  that  the  graded  tax  is  unfair  —  that  it 
violates  the  constitutional  provision  that  all  taxes  shall  be  uniform 
upon  the  same  class  of  subjects.  I  have  also  tried  to  show  that 
none  of  the  benefits  promised  as  the  result  of  this  legislation  have 
materialized — that  our  building  construction  is  not  the  result  of  this 
legislation — that  land  has  not  been  reduced  in  value — that  the  rent 
level  is  higher  than  ever — that  the  tax  burden  is  greater — that  it  has 
been  shifted  from  the  shoulders  of  the  strong  to  the  shoulders  of 
the  weak — that  the  properties  causing  the  incr-ease  in  municipal 
government,  and  mostly  benefited  by  the  same,  escape  a  large  part 
of  the  burden.  And  these  reasons  explain  the  fact  that  after  fifteen 
years  of  trial  in  Pittsburgh,  no  other  city  has  been  willing  to  adopt 
the  experiment. 

Chairm.\n  M.\xwell:  There  will  now  be  a  brief  period  for  open 
discussion  of  this  very  interesting  subject  that  has  been  presented 
to  us.  No  one  has  been  assigned  the  responsibility  of  leading  this 
general  discussion.  The  Chair  would  be  pleased  to  recognize  any 
one  who  will  offer  a  further  contribution  on  this  subject,  with  a 
request  that  any  one  who  wishes  to  speak  will  be  good  enough  to 
preliminarily  present  his  name  and  address. 

John  B.  Fickling  (New  York)  :  I  would  like  to  speak  a  few 
words  on  a  question  which  has  been  very  little  mentioned — tax  ex- 
emption. That  is  a  very  vital  subject  to  all  states,  and  I  would  like 
to  offer  just  a  few  suggestions. 
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I  have  a  map  with  me  showing  a  small  section  of  the  city  from 
which  I  come.  The  State  of  New  York  requires  over  a  billion  dol- 
lars annually  for  governmental  purposes,  and  the  State  Tax  Com- 
mission says  the  value  of  tax-exempt  property  exceeds  $4,600,000,000. 
That,  of  course,  takes  in  some  land  belonging  to  the  federal  govern- 
ment, cities,  municipalities,  and  so  on.  I  would  like  to  offer  a  sug- 
gestion that  each  state  take  into  consideration  a  law  requiring  that 
all  those  corporations,  firms,  individuals,  and  so  forth,  file  an  annual 
report,  that  is,  those  who  receive  any  form  of  tax  exemption. 

Philip  Zoercher  :  I  don't  like  to  be  discourteous  to  the  gentle- 
man, but  I  rise  to  a  point  of  order.  I  thought  the  discussion  was 
on  the  papers  we  just  heard.  It  seems  as  if  the  gentleman  is  talk- 
ing on  another  subject. 

Chairman  Maxwell:  The  Chair  sustains  the  point  of  order. 
I  thought  Mr.  Fickling  was  going  to  present  some  views  on  the 
graded-tax  plan. 

Walter  W.  Pollock  (Pennsylvania)  :  I  have  been  very  much 
puzzled  over  the  Pittsburgh  plan  from  the  fact  that  it  has  been 
very  hard  to  match  up  the  statements  pro  and  con  in  relation  to  its 
effect.  There  is  one  point  that  was  not  touched  upon  by  either  of 
the  speakers  that  I  will  touch  on  for  a  moment. 

The  Pittsburgh  plan  began  the  exemption  in  degrees  in  1913,  and 
from  the  year  1914  until  the  year  1925,  when  it  took  full  effect,  I 
notice  that  the  total  increase  in  land  assessments  was  only  thirteen 
and  a  fraction  per  cent.  During  that  time  the  assessments  in  other 
cities,  of  land,  more  than  doubled.  The  increase  in  building  valua- 
tions for  that  period  w^as  64  per  cent.  There  has  been  a  material 
change  since  the  time  of  the  full  effect  of  the  Pittsburgh  plan.  The 
discrimination  in  the  total  amount  collected  from  land  as  compared 
with  buildings  instead  of  being  50  per  cent,  running  back  to  1913 
and  carrying  it  along,  was  less  than  six  per  cent.  At  the  present 
time,  the  present  year's  assessment,  the  discrimination  is  actually 
less  than  three  per  cent. 

Both  of  the  gentlemen  who  have  spoken  have  said  that  there  has 
not  been  a  reduction  of  rents.  The  second  speaker  seemed  to  think 
that  the  effect  of  the  law  was  to  penalize  properties  that  were  not 
fully  improved  as  compared  with  those  that  were  fully  improved. 

Now,  I  am  in  doubt  as  to  whether  the  law  has  really  had  the 
effect  that  it  was  intended  to  have.  I  am  not  convinced  one  w-ay  or 
the  other  as  to  the  desirability  of  such  a  law,  but  it  seems  to  me  that 
if  the  purpose  of  the  law  was  actually  to  discriminate  as  between 
land  and  buildings  to  the  extent  of  50  per  cent,  it  has  not  been  ful- 
filled. It  may  be  fulfilled  in  certain  instances,  in  certain  properties, 
but  as  a  whole  it  has  not  been  fulfilled;  and  I  simply  offer  this, 
Mr.  Chairman,  as  a  suggestion  in  that  connection.     Perhaps  some 
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explanation  can  be  made  of  the  fact  that  land  values  totally  have 
not  been  increased  to  corrsepond  with  the  increases  in  other  cities 
so  far  as  assessments  are  concerned.     Thank  you. 

Chairman  ^Maxwell  :  We  have  two  other  subjects  listed  for 
consideration  at  this  session  of  the  conference  that  I  am  sure  the 
Conference  will  want  to  hear.  We  will  not  be  able  to  give  much 
further  time  to  this  subject.  The  Chair  will  recognize  one  other 
speaker  if  any  one  desires  to  be  recognized  for  a  brief  statement. 

Fraxklix  S.  EoMOxns  (Pennsylvania)  :  I  move  that  further 
discussion  be  reserved  to  the  end  of  the  third  paper. 

Chairmax  Maxwell:  Motion  is  made  that  we  proceed  to  the 
third  paper  of  the  program  and  that  all  discussion  be  postponed  until 
the  last  paper  has  been  presented. 

(IMotion  duly  seconded) 

Chairman  Maxwell:  If  there  is  no  objection,  that  course  will 
be  pursued.  There  are  only  three  committees  of  the  National  Tax 
Association,  standing  committees,  giving  consideration  to  special 
subjects  of  taxation.  One  of  those  three  committees  is  that  on 
Standardization  and  Simplification  of  Business  Taxes,  a  subject 
that  is  of  interest  in  every  American  city.  Those  of  you  who  are 
familiar  with  the  previous  reports  that  have  been  presented  by  the 
chairman  of  this  committee  understand  the  fine  contributions  he 
has  made  to  this  subject  and  the  fine  grasp  that  he  has  of  this 
subject. 

The  Chair  takes  pleasure  in  presenting  at  this  time  Mr.  Charles 
W.  Gerstenberg,  Chairman  of  the  Committee  on  Simplification  and 
Standardization  of  State  Business  Taxes,  who  will  now  address  you. 

REPORT  OF  COMMITTEE  OX  STAXDARDIZATIOX  AXD 
SIMPLIFICATIOX  OF  THE  BUSIXESS  TAXES 

r.   W.   GERSTENBERG,   CHAIRMAX 

The  Committee  on  Standardization  and  Simplification  of  Busi- 
ness Taxes  desires  at  this  time  to  lay  before  the  conference  a  report 
of  information  on  allocation  fractions. 

For  the  benefit  of  those  who  may  not  understand  the  term  alloca- 
tion fractions  because,  perhaps,  they  have  been  in  the  habit  of  ai)ply- 
ing  some  other  term,  such  as  '"segregation"  or  "apportionment",  to 
the  same  principle,  we  may  define  the  allocation  fraction  as  the  means 
whereby  the  total  net  income  or  the  total  valuation  of  a  business 
concern  is  split  up  and  given  a  situs  in  a  given  jurisdiction  to  avoid 
the  well-nigh  impossible  task  of  assigning  to  that  jurisdiction,  item 
bv  item,  the  specific  elements  of  income  or  value  which  would  be 
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accounted  for  in  that  jurisdiction  if  the  business  done  therein  were 
considered  a  separate  accounting  unit.^  Roughly,  if  the  total  net 
income  of  a  complex  business  were  $600,000,  it  might  be  considered 
fair  and  it  certainly  would  be  simple,  if  a  part  of  that  $600,000 
could  be  assigned  to  State  X — that  is,  could  be  regarded  as  having 
been  earned  in  State  X — in  the  same  proportion  that  certain  defi- 
nitely ascertainable  and  locatable  properties,  operations  or  trans- 
actions were  found  to  be  located  in  or  to  have  taken  place  in  the 
state.  Thus  if  the  business  owned  SI, 000, 000  of  real  estate,  located 
in  various  states,  and  $250,000  or  one- fourth  of  such  property  was 
found  in  State  X,  then  we  say  it  might  be  considered  fair,  and  it 
undoubtedly  would  be  simple,  to  regard  one-fourth  of  the  total  net 
income  to  have  been  earned  in  State  X.  State  X,  therefore,  should 
tax  the  business  on  one-fourth  of  its  total  net  income  or  on  one- 
fourth  of  $600,000  or  on  $150,000. 

While  it  would  seem  at  tirst  blush  that  different  principles  should 
apply  to  allocation  fractions  that  are  to  be  used  to  apportion  net 
incomes  from  those  to  be  used  in  apportioning  capital  stock  valua- 
tions, in  practice  not  much  distinction,  if  any,  has  been  made.  In- 
deed, on  principle,  no  distinction  need  be  made,  for  whether  the 
capital  stock  valuation  is  based  on  authorized  capital  stock,  on  book 
value,  on  actual  value,  or  on  capitalized  value  of  earnings,  in  the 
long  run  the  relation  between  capital  stock  and  earnings  tends  to  be 
uniform.  This  is  a  matter  of  investment  policy  and  corporation 
finance  that  is  outside  the  limits  of  this  report.- 

Sixteen  states  ^  now  impose  income  taxes  on  corporations.     Of 

1  The  principle  of  taking  a  part  for  the  whole  is  well  known  in  many  arts. 
In  rhetoric  it  is  called  "  synecdoche  "  ;  in  engineering,  statistics,  and  even  in 
business  it  is  practiced  by  the  process  known  as  "  sampling  ".  The  logic  of 
sampling  and  the  principles  that  should  govern  it  are  discussed  and  defined 
in  most  books  on  st?.tistics.  (See,  for  example,  Lovitt  &  lioltzclaw's  Statistics, 
Chap.  III.)  The  principles  check  up  closely  with  some  of  the  judicial  de- 
terminations that  have  been  made  in  respect  to  the  allocation  fraction. 

-  This  statement,  of  course,  is  subject  to  some  qualification.  While  a  state 
may  include  in  net  income  that  derived  from  interstate  or  international  busi- 
ness lU.  S.  Glue  Co.  V.  Oak  Creek  (1918),  247  U.  S.  321],  it  may  not  in- 
clude in  property  as  a  basis  of  capital  stock  valuation,  that  properly  which 
is  in  the  stream  of  interstate  commerce,  or  goods  that  have  ceased  being  in 
international  commerce  but  that  still  remain  in  unbroken  packages  and  are 
unsold  by  the  original  importer.  [D.  L.  &=  IV.  Ry.  v.  Pa.  (1903).  198  U.  S. 
341].  While  this  case  undoubtedly  turned  on  the  question  of  "due  process", 
the  same  principle  would  apply  generally  to  property  that  is  not  taxable  for 
any  reason.  Peculiarly  enough,  if  the  capital-stock  tax  on  a  domestic  com- 
pany is  so  levied  by  the  state  that  it  is  to  be  regarded  as  a  tax  on  the  stock- 
holder but  collected  by  the  state  through  the  corporation,  then  all  property 
may  be  included  in  arriving  at  capital-stock  value.  \Corry  v.  Baltimore 
(1905),  196  U.  S.  466.] 

3  Ark.,  Cal.,  Conn.,  Ga.,  Mass.,  Miss.,  Mo..  Mont.,  X.  Y.,  X.  C,  X.  D., 
Ore.,  S.  C,  Tenn.,  Va.  and  Wis. 
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these.  13  have  allocation  fractions,  either  expressly  set  up  in  the 
law  or  provided  for  through  regulations  permitted  by  the  law.  In 
Montana,  the  income  is  reported  for  that  state  by  separate  account- 
ing for  income  derived  from  the  state.  The  Georgia  law  vv^as 
passed  in  1929;  no  allocation  is  provided  and  the  information  is 
not  yet  available  as  to  how  the  administrators  will  take  care  of  the 
problem  of  state  segregation  of  income.  Oregon's  law  will  not 
become  operative  till  1930  and  the  regulations  for  which  the  law 
provides  have  not  yet  been  promulgated  so  far  as  can  be  ascer- 
tained. 

Fifteen  states*  have  so-called  annual  capital-stock  taxes.  All  of 
them  have  more  or  less  definite  allocation  fractions,  based  on  the 
taxing  law. 

iriwt  the  Xational  Tax  Association  Iws  done  about  the  allocation 
fraction. — The  ]\Iodel  Tax  Committee,  in  its  report  on  a  model  form 
of  state  income  taxation, ^  included  four  sections  covering  the  allo- 
cation fraction.  At  the  1920  Conference,  a  special  committee  was 
appointed  "  to  assist  the  ]\Iodel  Tax  Committee,  by  giving  intensive 
study  to  the  question  of  apportionment  between  the  states  of  income 
derived  by  mercantile  and  manufacturing  businesses  conducted  in 
more  than  one  state."  That  special  committee  reported  progress  at 
the  1921  Conference,  but  at  the  ^Minneapolis  Conference  in  1922,  it 
made  recommendations  for  changes  in  the  model  business  income 
tax  law  in  respect  to  the  question  of  apportionment  or  allocation 
fractions,  and  supported  its  recommendations  with  a  very  scholarly 
report — a  report  based  on  much  correspondence  among  the  able 
members  of  the  committee  and  on  several  meetings.^ 

At  that  meeting  or  conference  a  resolution  was  passed  as  follows: 
"  Whereas,  it  is  recognized  that  a  uniform  rule  of  appor- 
tionment, for  taxation  purposes,  of  the  net  business  income  of 
mercantile  and  manufacturing  concerns,  whose  business  is  con- 
ducted in  more  than  one  state,  is  essential,  in  order  that  fair- 
ness and  equity  may  prevail. 

*  Ark.,  Colo.,  111.,  Kan.,  Ky.,  Mass.,  Mich.,  Mo.,  N.  C,  Ohio,  Pa.,  R.  I.. 
Tex.,  L'tah,  Wash.  Alabama  has  a  so-called  franchise  tax  and  a  registration 
fee  which  are  based  on  allocation  of  assets  within  and  without  the  state. 
Annual  taxes  on  corporations  in  Md.,  Neb.,  and  S.  C.  are  also  based  on  assets 
within  the  state.  The  principle  of  the  allocation  fraction  is  also  invoked  in 
an  annual  adjustment  of  the  initial  or  entrance  fee  in  the  states  of  Ind., 
Mont,  and  N.  Y. 

3  We  understand  that  the  model  Income  Tax  Law  will  be  reproduced  in  a 
volume  now  in  preparation  and  that  will  soon  be  issued  by  the  National  In- 
dustrial Conference  Board  on  "  State  Income  Taxation."  The  law  will  also 
be  found,  annotated,  in  the  report  of  this  committee  reprinted  in  the  pro- 
ceedings of   igaS. 

"  Fifteenth  Arnual  Conference,  p.  ig8  et  seq. 
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"  Therefore  be  it  Kesolvcd,  that  the  Fifteenth  National  Tax 
Conference  hereby  urges  the  adoption  of  a  uniform  rule  by 
states,  calculated  to  fairly  and  equitably  apportion  such  net 
business  income." 

The  motion  was  unanimously  carried  without  debate.  Notice  that 
the  resolution  refers  to  "'a  uniform  rule  of  apportionment,"  not  to 
the  rule  which  was  laid  down  in  the  committee's  report.  And  there 
the  matter  rests. ''^ 

Purpose  of  this  report. — The  purpose  of  this  report  is  to  place  be- 
fore this  conference,  through  the  medium  of  the  proceedings  which 
will  undoubtedly  be  printed,  the  essential  information  on  the  subject 
of  the  allocation  fraction.  What  will  be  done  with  that  information 
is  for  the  conference  to  decide. 

The  ideal  fraction. — The  ideal  fraction  to  apportion  net  income 
should  accomplish  these  results : 

1.  The  same  fraction  should  be  used  by  all  the  taxing  jurisdic- 
tions in  order  that  a  corporation  will  not  be  taxed  on  more  than 
1007c  of  its  net  income  or  of  its  capital  stock  value.  While  double 
taxation  is  not  contrary  to  the  Federal  Constitution,  it  is  generally 
regarded  by  federal  as  well  as  state  courts  with  disfavor,  the  reason 
being  that  double  taxation  is  short  of  confiscation,  not  in  principle, 
but  only  in  degree.  [Cream  of  Wheat  Co.  v.  Grand  Forks  County 
(1920).  253  U.  S.  325;  Shaffer  v.  Carter  (1920),  252  U.  S.  37; 
A.  J.  Tower  Co.  v.  Commonzuealth  (1916),  223  Mass.  371,  375.1 

The  Fifteenth  Conference  held  under  the  auspices  of  the  National 
Tax  Association,  as  we  have  seen,  went  on  record  favoring  a  uni- 
form rule.  The  special  committee  on  the  subject  in  its  report  at 
that  conference  said :"....  from  the  standpoint  of  the  taxpayer, 
uniformity  between  states  is  by  all  odds  the  most  essential  requisite. 
It  might  make  little  difference  to  the  taxpayer  whether  he  is  taxed 
on  seventy-five  per  cent  of  his  income  at  the  place  of  manufacture 
and  twenty-five  per  cent  at  the  place  of  sale,  or  z'ice  z-ersa,  so  long 
as  he  is  taxed  only  on  one  hundred  per  cent  altogether.  The  fairest 
apportionment  rule  conceivable  would  be  of  little  help  to  the  tax- 
payer if  only  one  state  adopted  it  and  the  others  continued  to  use  a 
different  rule.  .  .  .  All  methods  of  apportionment  of  trading  profits 
are  arbitrary — the  cutting  of  the  Gordian  knot.  .  .  .  There  is  no  one 
right  rule  of  apportionment,  notwithstanding  that  there  probably  are 
a  number  of  different  rules,  all  of  which  may  work  substantial  jus- 
tice. For  the  present  purposes  the  only  right  rule  of  procedure  is 
a  rule  on  which  the  several  states  can  and  will  get  together  as  a 
matter   of  comity.     Getting  together  by  the   uniform   adoption   of 

''  Fifteenth  Annual  Conference,  p.  491. 
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some  equitable  method  and  finding  the  right  rule  of  apportionment 
are,  in  our  opinion,  synonymous."  * 

2.  In  order  that  the  same  fraction  may  be  acceptable  for  use  by 
all  the  states,  it  should  be  one  that  comes  as  near  as  possible  to 
allocating  the  total  net  income  to  the  several  states,  as  the  net  in- 
come would  be  allocated  if  a  separate  business  unit  reported  the 
income  for  each  state.'**  Of  course,  to  find  such  an  ideal  fraction 
is  the  very  crux  of  the  whole  problem.  How  can  the  elements  of 
gross  income  and  of  expenses  that,  taken  together,  give  the  mathe- 
matical result  of  net  income  be  so  segregated,  when  in  fact  they  are 
the  results  of  complex  business  transactions  and  closely  integrated 
business  processes  ?  The  best  that  can  be  done  is  to  make  the  frac- 
tion as  representative  as  possible  of  the  items  that  enter  into  gross 
income  and  operating  expenses. 

'^  The  inequity  of  state  laws  that  are  not  uniform  can  be  seen  from  the 
following  illus.rat.on.  . 

I                                                                  II  III 

Shift'              /'lopi'rty  Gross  Rt'ct'ipfs  Even  Weight  Most  Fa7orable 

A $800                    $500  5/12  or  $250  8/12  or  $400 

B 300                    1500  3/8  or     225  1/2  or     300 

C 100                      200  3/40  or       45  2/15   or       80 

D 800  2/15  or       80  4/15   or      ibo 

Totals $1200  $3000  $600  $(^)40 

The  first  three  columns  show  assumed  facts,  distributing  $1200  of  property 
— and  $3,000  of  gross  receipts  among  four  states — A,  B,  C,  D. 

The  second  group  of  columns  shows  the  division  of  the  total  net  income 
of  $(x)o  which,  we  may  assume  the  corporation  has,  among  the  four  states 
where  property  and  gross  receipts  are  given,  equal  weight.  The  states  in  the 
aggregate  tax  a  net  income  of  $600.  The  fractions  are  obtained  as  follows, 
using  A  as  an  example  : 

800  I   50U  ^        5 


/  aoo    50U  \ 
\  1 200   "lOOO  / 


3000 

The  third  group  of  columns  shows  the  amount  of  taxable  income  allocated 
to  each  state,  were  each  state  to  pick  out  what  was  most  favorable  to  it, 
property  or  gross  receipts.  State  A  would  choose  property,  whereas  states  B, 
C  and  U  would  choose  gross  receipts.  As  is  pointed  out  in  another  place,  an 
allocation  fraction  in  state  D,  based  on  gross  receij^ts,  would  not  be  consti- 
tutional if  the  business  did  nothing  but  interstate  business  in  that  state. 
Since  in  all  the  other  states,  property  is  located  within  the  state,  it  is  likely 
that  they  would  be  within  their  rights  in  including  interstate  gross  receipts 
along  with  intrastate  gross  receijits,  since  the  corporation  is  undoubtedly 
doing  an  intrastate  business  in  each  of  those  three  states. 

9  Some  of  the  states  are  pursuing  a  policy  of  so  arranging  their  allocation 
fractions  that  manufacturing  within  the  state  is  encouraged.  In  Pennsyl- 
vania, for  example,  the  fraction  is  based  on  taxable  assets  within  the  state 
and  total  assets,  but  assets  used  for  manufacturing  purposes  within  the  state 
are  e.xcluded  from  the  numerator,  thus  giving  an  advantage  to  those  com- 
panies that  have  manufacturing  assets  in  the  state. 
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It  has  been  questioned  and  is  questionable  whether  a  single  allo- 
cation fraction  will  be  satisfactory  for  all  kinds  of  mercantile  and 
manufacturing  businesses.  Certainly  if  businesses  were  all  either 
wholly  mercantile  or  wholly  manufacturing,  one  fraction  should  be 
used  for  the  mercantile  corporations  and  another  for  the  manufac- 
turing corporations.  Mercantile  corporations  might  well  apportion 
net  income  on  the  basis  of  gross  receipts  and  manufacturing  cor- 
porations might  apportion  net  income  either  (a)  on  the  basis  of  the 
situs  of  capital  invested,  or  (b)  on  the  places  where  wages  are  paid, 
or  (c)  on  a  combination  of  both.^*' 

But  most  corporations  do  both  a  manufacturing  and  a  mercantile 
business.  To  take  care  of  them,  a  combination  of  fractions  would 
seem  to  be  advisable.  But  the  question  arises,  what  parts  of  the 
business  should  be  selected  for  the  formula  and  what  weight  should 
be  given  to  each  part  ?  The  allocation  fraction  proposed  to  the 
National  Tax  Association  in  1922  proceeded  on  the  principle  that 
tangible  property  represented  capital  invested  in  a  business,  and 
that  business  done  was  to  be  represented  by  wages,  salaries,  pur- 
chases and  sales. 1^  These  two  elements,  property  and  business, 
were  to  be  given  equal  weight. 

In  an  appendix  to  this  report  are  shown  the  various  fractions 
that  are  used  by  the  various  jurisdictions.  Since  the  model  alloca- 
tion fraction  proposed  to  the  National  Tax  Association  in  1922  has 
been  adopted  by  at  least  one  state,  we  have  in  practice  today  most 
of  the  important  forms  of  allocation  fraction  that  have  been  seri- 
ously advanced  as  a  solution  of  this  troublesome  problem.  We  then 
come  to  this  question :  Which  allocation  fraction  now  in  use  is  the 
most  appropriate  fraction  to  be  adopted  as  the  ideal  to  be  used  by 
all  the  states?  Frankly,  your  committee  cannot  answer  this  ques- 
tion. The  reason  for  our  inability  to  do  so  will  be  explained  later. 
The  reasons  will  be  clearer  if  we  first  conclude  the  principles  that 
should  govern  the  selection  of  an  ideal  fraction. 

3.  This  brings  us  to  the  third  governing  principle :  the  fraction 
should  be  so  reasonably  simple  and  definite  that  it  can  be  readily 
ascertained  by  the  taxpayer  and  the  tax  administrator.     If  the  frac- 

1"  If  we  are  to  assume  that  a  manufacturing  business  is  wholly  manufac- 
turing, it  still  must  sell  its  products,  but  the  item  of  sales  and  of  the  place 
where  sales  are  made  can  be  eliminated  if  we  further  assume  that  all  the 
products  are  sold  at  the  factory.  However,  such  a  manufacturing  business 
would  also  have  to  purchase  its  raw  materials,  and  therefore,  the  item  of 
purchases  made  inside  the  state  and  total  purchases  might  be  included  in  the 
allocation  fraction  of  a  manufacturing  company.  But  see  the  discussion  of 
purchases,  below. 

^^  This  report  advocated  the  allocation  by  fraction  of  such  income  only  as 
could  not  be  definitely  assigned  to  jurisdictions  where  the  source  of  income 
arose.  Thus  interest,  dividends,  rents  and  royalties,  as  well  as  profits  from 
the  sale  of  capital  assets,  were  specifically  allocated  to  specific  states. 
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tion  is  complicated,  the  taxpayer  may  be  involved  in  such  expense 
in  reporting  his  data  and  the  administrator  may  be  involved  in  such 
expense  in  auditing  it,  that  the  cost  of  paying  and  of  collecting  the 
tax  may  be  out  of  all  proportion  to  the  amount  of  the  tax  itself. 
Moreover,  the  items  selected  must  be  such  that  the  places  where 
property  are  located  and  at  which  transactions  take  place  are  sus- 
ceptible of  definite  ascertainment.  If  doubt  arises  as  to  the  location 
or  situs  of  any  of  the  elements  of  the  fraction,  then  disputes  are 
sure  to  lead  to  a  tangle  of  litigation. 

The  fractions  prescribed  by  some  states  include  items  that  are 
almost  as  difficult  to  allocate  as  net  income  itself.  For  example,  the 
item  of  "  overhead  "  is  about  as  hard  to  allocate  as  net  income  and 
it  seems  about  as  logical  to  use  "  overhead  "  as  a  means  for  allo- 
cating net  income  as  it  would  be  to  ask  the  blind  to  lead  the  halt. 

Moreover,  if  an  attempt  is  made  to  be  very  scientific  by  including 
numerous  items,  much  unnecessary  labor  may  be  involved,  for  each 
of  several  items  used  may  have  the  same  effect  on  the  fraction  as 
all  the  rest,  and  one  of  the  items  therefore  may  be  taken  as  repre- 
sentative of  all  the  rest.  For  example,  it  seems  unnecessary  to  in- 
clude both  the  item  "  goods  used  "  and  the  item  "  wages  paid  ",  be- 
cause the  labor  to  which  wages  are  paid  is  applied  to  goods  used, 
and  therefore  "  wages  paid  "  is  just  as  significant  as  ""  wages  paid 
plus  goods  used  ",  or  at  any  rate,  the  single  item  will  be  so  nearly 
as  significant  as  the  double  item  that  the  trouble  and  expense  of 
reporting  and  auditing  both  is  not  worth  while. ^- 

1-  In  the  fraction  reported  at  the  1922  conference,  the  items  of  purchases 
was  included.  On  this  subject  it  was  said:  "With  regard  to  the  element 
of  purchases,  it  seems  to  the  committee  necessary  to  introduce  this  element, 
if  the  originating  end  of  the  business  is  to  be  properly  reflected.  For  ex- 
ample, consider  the  city  milk  industry,  where  the  purchasing  and  collecting 
are  often  in  one  state  and  the  sale  and  delivery  in  another;  consider,  also, 
tlie  chain-store  business,  which  is  a  combination  of  wholesaling  and  retail- 
ing. It  is  obvious  that  the  entire  profit  should  not  be  assigned  to  the  retail 
branches,  as  this  profit  includes  the  wholesale  profit  as  well  as  the  retail 
jirofit.  However,  very  little  profit  will  be  assigned  to  the  head  oftice,  by 
consideration  of  the  wage  and  salary  element  alone.  The  wholesaling  profit 
is  largely  due  to  the  centralized  purchasing  and  may  well  be  assured  by 
crediting  the  head  office  with  business  activity  to  the  amount  of  the  pur- 
chases made  by  it."  The  bill  reported  by  that  committee  contained  a  pro- 
vision that  the  allocation  fraction  could  be  supplanted  by  some  other  method 
of  apportionment,  if  the  taxpayer  were  successful  in  his  "  petition  for  deter- 
mination of  his  income  on  some  other  basis."  Very  good  reasons  were 
assigned  for  restricting  this  relief  provision  to  the  taxpayer;  if,  however, 
it  had  been  granted  as  well  to  the  state,  then  purchases  could  have  been  left 
out  of  the  fraction  except  in  the  cases  that  are  perhaps  exceptions  and  are 
similar  to  the  two  cases  cited  of  the  city  milk  industry  and  the  chain  store. 
In  such  cases,  the  tax  administrator  could  build  up  a  fraction  including 
purchases  ;  but  for  the  vast  majority  of  businesses,  the  job  of  allocating  in- 
come would  be  greatly  simplified  if  the  item  of  purchases  were  eliminated 
from  the  allocation  fraction. 
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4.  Finally,  any  allocation  fraction  that  is  used  must  not  run  coun- 
ter to  the  principles  governing  taxation  growing  out  of  the  federal 
constitution.  It  would  seem  appropriate  at  this  place  to  restate 
what  those  principles  are,  so  far  as  they  have  been  announced 
directly  by  the  courts  or  are  reasonably  deducible  from  the  opinions 
of  the  courts: 

a.  If  in  a  given  state,  a  corporation  conducts  only  an  interstate 
business,  i.  e.  transacts  no  intrastate  business,  then  the  state  may  not 
tax  that  corporation's  net  income  at  all.  Alpha  Portl-and  Cement 
Co.  V.  Mass.  (1925),  268  U.  S.  203.  In  such  a  case,  no  fraction 
may  be  used  to  assign  net  income  to  the  state. 

b.  Where  a  corporation  does  intrastate  business  within  a  given 
state  as  well  as  interstate  business  in  that  state,  its  net  income  may 
be  taxed  even  though  a  part  of  its  net  income  may  be  derived  from 
the  interstate  business.  United  States  Glue  Co.  v.  Oak  Creek  (1918), 
247  U.  S.  321.  The  theory  is  that  the  net  income  is  property  of  the 
corporation,  and  the  property  of  a  corporation  may  be  taxed  by  a 
given  state  even  though  it  is  used  in  interstate  business,  provided 
it  is  not  subject  to  discrimination.  Union  Tank  Line  v.  Wright 
(1919),  249  U.  S.  275. 

c.  Any  allocation  fraction  that  is  used  must  be  reasonable  in  not 
allocating  net  income  to  a  state  that  really  does  not  arise  there. 
Thus  an  allocation  of  total  net  income,  including  that  from  stock 
of  a  corporation  of  another  state,  cannot  be  upheld  if  the  allocation 
fraction  does  not  include  the  element  of  securities  within  and  with- 
out the  state.  To  make  the  point  clear,  assume  that  corporation  X 
owned  stock  of  corporation  Y  and  that  these  two  corporations  domi- 
ciled respectively  in  states  A  and  B,  and  that  X  was  doing  all  of  its 
operating  business  in  a  third  state,  C,  and  received  a  profit  there- 
from of  $1,000  while  it  received  dividends  from  the  Y  corporation 
of  $10,000.  If  state  C  based  its  allocation  fraction  only  on  tangible 
property  within  the  state  and  wherever  located,  it  would  claim  the 
right  to  tax  all  of  the  net  income,  that  is,  $11,000,  since  all  of  the 
tangible  property  of  corporation  X  is  in  state  C.  But,  said  the  court, 
state  C  is  thereby  taxing  dividends  none  of  which  arise  from  state  C. 
People  v.  Knapp  (1920),  230  X.  Y.  48.  [The  opinion  in  this  case 
is  by  Chief  Justice  Cardozo  and  cites  Me\er  v.  Wells  Fargo  (1912), 
223  U.  S.  298;  Shaffer  v.  Carter  (1920)",  252  U.  S.  37,  and  Travis 
v.  Yale  &  Towne  Mfg.  Co.  (1920),  252  U.  S.  60.]  The  report  of 
the  special  committee  on  apportionment,  carefully  met  this  legal 
principle  by  providing  that  all  items  of  net  income  that  could  be 
definitely  allocated  without  apportionment  should  be  specifically  allo- 
cated, and  that  the  allocation  fraction  should  apply  only  to  the  bulk 
of  the  net  incofne  that  arose  from  the  complex  operations  of  a  far- 
flung  business  concern.  (See  Fifteenth  Annual  Conference  Pro- 
ceedings, pp.  209-210,  212.) 
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(d)  If  a  corporation  contends  that  its  business  is  divisible,  and 
that  it  derives  part  of  its  net  income  from  manufacturing  and  part 
of  it  from  sales,  and  that  the  allocation  fraction  based  on  one  or 
the  other  of  these  two  factors,  does  not  reflect  the  true  division  of 
net  income  within  and  without  the  taxing  state,  the  corporation  will 
lose  its  contention  unless  it  proves  facts  to  show  what  the  separate 
manufacturing  profits  and  sales  profits  are.  Uudcrzvood  T\pmn-iter 
Co.  V.  Chamberlain  (1920),  254  U.  S.  113. 

Point  (d)  in  a  sense  is  a  corollary  of  point  (c).  The  question 
in  the  Underwood  Typewriter  case,  regarded  in  one  way,  was, 
what  is  a  reasonable  allocation  of  net  income?  And  the  answer 
was,  in  effect,  that  any  method  is  reasonable,  if  it  is  not  palpably 
unreasonable,  or  if  it  is  not  shown  to  be  contrary  to  the  facts  in  a 
given  case.  The  burden  of  showing  unreasonableness  is  on  the 
complaining  taxpayer,  unless  the  general  scheme  of  the  allocation 
can  be  unquestionably  proven  to  be  unreasonable  on  principle. 

(e)  The  next  principle  is  based  not  on  a  supreme  court  case, 
but  on  a  circuit  court  of  appeals  case.  This  principle  is  the  con- 
verse of  our  point  (d).  If  a  corporation  can  separate  its  business 
into  departments  and  can  show  what  profits  are  derived  from  one 
department  and  can  prove  that  that  department  operates  in  only  one 
state,  then  the  other  states  cannot,  by  the  use  of  an  allocation  frac- 
tion, reach  a  part  of  that  net  income  by  taxing  a  proportion  of  all 
net  income,  including  that  from  the  separately  operated  department. 
[Standard  Oil  Co.  v.  Thoresen  (1928),  29  Fed.  (2d)  708.] 

(f)  Can  interstate  sales  be  used  in  the  allocation  fraction,  pro- 
vided, of  course,  that  the  case  in  which  the  question  arises  does  not 
involve  any  of  the  other  principles  of  constitutional  law  discussed 
in  this  report?  For  example,  if  a  corporation  organized  in  Dela- 
ware merely  has  a  statutory  office  there,  has  its  principal  business 
■ofiice.  its  factory  and  warehouse  in  Illinois,  a  small  stock  of  goods 
in  ^Massachusetts,  and  then  does  a  strictly  interstate  business  in 
Connecticut,  can  any  of  these  states,  of  Illinois,  Massachusetts  or 
Connecticut,  tax  the  corporation's  net  income,  basing  the  taxable 
fraction  thereof  in  part  or  in  whole  on  interstate  sales  ?  Obviously 
Connecticut  cannot,  on  the  basis  of  the  Alpha  Portland  Cement  case. 
Illinois  apparently  can  on  the  authority  of  Hump  Hairpin  Mfg.  Co. 
V.  Emmcrson  (1921).  258  U.  S.  290.  If,  however,  most  of  the  sales 
in  Massachusetts  are  executed  by  shipping  goods  from  Illinois,  and 
the  business  in  Massachusetts  is  therefore  predominantly  interstate, 
the  question  is  still  in  doubt  as  to  whether  Massachusetts  could  tax 
a  portion  of  the  total  net  income  based  on  both  interstate  and  intra- 
state sales  made  in  Massachusetts,  since  while  the  corporation  is 
doing  a  slight  intrastate  business  in  Massachusetts,  most  of  its  sales 
are  interstate  sales.  The  Hump  Hairpin  case  turned  on  the  point 
that  "  at  mo.st  the  assessment,  so  far  as  interstate  commerce  is  con- 
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cerned,  is  incidental,  remote  and  unimportant "  and  the  fraction 
used  did  not  include  interstate  sales  alone,  or  even  as  a  major  ele- 
ment, but  was  based  on  three  factors  of  which  interstate  sales  was 
one  and  the  others  were  "  property  and  business  transacted  in  "  the 
taxing  state.  What  would  be  the  result  if  the  interstate  business 
were  not  ''  incidental,  remote  and  unimportant,"  as  in  the  case  we 
have  outlined,  is  a  question  that  apparently  is  still  open. 

If  any  general  rule  on  this  point  can  be  laid  down,  it  would  seem 
to  be  that  the  Supreme  Court  of  the  United  States  is  less  antagon- 
istic to  state  taxes  based  on  interstate  sales  made  out  of  a  state,  than 
on  sales  made  into  a  state.  The  reason  probably  is  that  more  busi- 
ness activities  ordinarily  take  place  at  the  business  office  from  which 
sales  move  than  in  outlying  states  into  which  sales  are  made. 

(g)  If  no  allocation  fraction  is  contained  in  the  law,  the  admin- 
istrator cannot  devise  one.  Commonwealth  v.  P.  Lorilard  (1921), 
129  Va.  74.  The  question  may  not  be  settled  as  to  whether  the  ad- 
ministrators can  devise  a  fraction  (1)  if  the  law  merely  says  that 
the  administrator  shall  devise  the  method  of  allocating  net  income, 
or  (2)  if  the  law  says  the  allocation,  for  example,  shall  be  based 
on  business  done  within  the  state  and  done  everywhere,  leaving  to 
the  administrator  the  selection  of  the  exact  formulation  of  the  allo- 
cation fraction.  Possibly  the  former  law  would  be  invalid  as  a 
usurpation  of  a  legislative  function  by  the  administrative  depart- 
ment, whereas  the  latter  law  would  be  upheld.  Edwards  v.  Keith 
(1916),  231  Fed.  110;  Monroe  etc.  Co.  v.  Riordan  (1922),  280  Fed. 
624. 

Why  this  committee  cannot  recommend  an  allocation  fraction. — 
No  committee,  however  learned  in  the  principles  of  accounting  and 
of  constitutional  law,  should  at  this  time  recommend  an  allocation 
fraction  unless  it  has  first  ascertained  the  experiences  of  adminis- 
trators and  taxpayers  with  allocation  fractions  now  in  use.  The 
special  committee  in  1922  did  make  a  recommendation  because  at 
that  time  it  did  not  have  much  experience  to  go  by;  it  did  the 
logical  thing  of  recommending  a  fraction  that  was  sound  in  prin- 
ciple, so  far  as  principle  could  be  arrived  at  by  deductive  reasoning ; 
the  fraction  also  represented,  so  far  as  the  committee  could  ascer- 
tain, the  trend  of  contemporaneous  legislation.  (See  Fifteenth  An- 
nual Conference  Proceedings,  pp.  200-201.) 

But  the  present  job,  if  that  we  may  call  it,  is  for  a  group  of  men 
to  take  the  mass  of  data,  contained  in  the  appendix  to  this  report, 
study  it  and  digest  it.  Further,  this  same  group  of  men  should 
ascertain  the  experiences  of  tax  administrators  and  taxpayers  with 
allocation  fractions  now  in  use.  That  group  of  men  should  then  get 
together  and  weigh  the  comments  of  administrators  and  taxpayers. 
To  be  able  to  weigh  the  comments,  the  administrators  and  taxpayers 
11 
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should  actually  meet  with  the  group  in  order  that  they  might  be 
examined  and  cross-examined.  In  fact,  the  procedure  should  be 
very  similar  to  that  which  takes  place  when  a  committee  of  one  of 
the  houses  of  Congress,  for  example,  conducts  an  investigation  into 
a  proposed  tariti'  schedule,  or  a  farm  relief  bill.  When  all  that  has 
been  done,  then  the  committee  must  meet  frequently  to  discuss  what 
it  shall  recommend,  and  this  will  to  some  degree  involve  questions 
of  policy.  All  this  sort  of  thing  cannot  be  done  by  correspondence. 
And  it  is  perhaps  too  much  to  ask  men  to  travel  three  or  four  times 
a  year  a  distance  of  1,00U  miles  or  more,  pay  railroad  fares  and 
hotel  bills,  and  give  up  their  business  three  or  four  days  at  a  time 
to  achieve  the  result  that  has  been  pointed  out. 

Your  present  committee  has  collected  information.  The  handling 
of  that  information  from  this  point  on  cannot  be  undertaken  by 
your  committee  as  at  present  constituted.  The  committee,  therefore, 
begs  that  its  report,  which  commits  the  Association  and  the  confer- 
ence to  nothing  but  furnishes  its  members,  and  any  future  group 
that  may  work  on  the  subject,  with  information  that  has  consumed 
much  time  and  effort  and  must  be  valuable  to  anybody  who  is  to 
carry  on — we  say  that  we  beg  that  the  report  be  accepted  and  the 
committee  discharged. 

John  R.  Cassidy 

Franklin  S.  Edmonds 

George  M.  Hagee 

Reinhold  Hekeler 

L.  R.  Gottlieb 

Edward  R.  Lewis 

Harry  P.  Sneed 

Charles  W.  Gerstexberg,  Chainuan. 

APPENDIX  A 

^Method  of  Allocation 

Corporate  Income  and  Capital  Stock  Taxes 

(Note.  —  Taxes  are  listed  under  the  names  by  which  they  are 
commonly  known.  Inasmuch  as  some  of  these  names  (e.  g.  "'  fran- 
chise tax"^)  have  no  well-defined  meaning,  the  figure  to  be  allo- 
cated is  shown  in  each  case,  thus  indicating  whether  the  tax  is  an 
income  or  capital-stock  tax,  and  if  a  capital-stock  tax,  the  value 
upon  which  it  is  based. 

^  The  term  "  franchise  tax  "  is  applied  to  a  tax  on  net  income  (New  York), 
the  actual  value  of  the  capital  stock  (Ohio),  the  authorized  capital  stock 
(domestic  corporations  doing  all  their  business  in  Texas),  the  nominal  value 
of  the  issued  capital  stock  (Illinois),  the  value  of  assets  in  the  state  (Mary- 
land), etc. 
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[Notes  to  Appendix  A,  pp.  163-171-] 

2  Alabama  franchise  tax  and  registration  fee. — Foreign  corporations 
only.  Franchise  tax  and  registration  fee  payaljle  by  domestic  corporations 
are  based  on  capital  stock  paid  in  and  subject  to  call   (nominal  value). 

3  Arkansas  income  tax. — Applies  to  foreign  corporatins  only.  Domestic 
corporations  pay  on  entire  net  income. 

■*  Arkansas  income  tax. — -Regulations  are  not  very  clear  but  mean,  per- 
haps, that  manufacturing  companies  shall  use  the  i)roduction  ratio;  mercan- 
tile companies,  the  gross  sales  ratio. 

5  Arkansas  franchise  tax. — Courts  have  held  that  gross  receipts  are  not 
to  be  included  in  the  allocation  fraction.  Koonce  v.  Pierce  Petroleum  Corp. 
(1928),  176  Ark.   187,  3  S.  W.   (2d)  q. 

6  California  franchise  (income)  tax. — Law  is  not  specific.  Fraction 
has  been  constructed  from  form  prepared  by  the  Franchise  Tax  Commis- 
sioner. 

"  Colorado  license  tax.  —  Ai)pl:es  to  foreign  corporations  only.  Do- 
mestic corporations  pay  on  entire  authorized  capital  stock. 

*  Connecticut  income  tax.  —  Corporations  deriving  profits  principally 
from  the  ownership,  sale  or  rental  of  real  estate,  or  from  the  sale  or  use  of 
tangible  personal  property,  use  the  property  ratio.  Corporations  deriving 
profits  principally  from  any  other  source,  including  the  holding  or  sale  of 
intangible  property,  use  the  gross  receipts  ratio.  As  a  practical  matter  the 
gross  receipts  ratio  is  rarely  used. 

^  Georgia  income  tax. — Applies  to  foreign  corporations  only.  Domestic 
corporations  ])ay  on  entire  net  income. 

10  Georgia  license  tax. — Applies  to  foreign  corporations  only.  Domes  ic 
corporations  pay  on  nominal  value  of  entire  issued  capital  stock. 

11  Illinois  franchise  tax. — It  is  generally  understood  that  "business" 
means  gross  receipts. 

1-  Indiana  initial  tax. — Applies  to  foreign  corporations  only.  Domestic 
corporations  pay  an  initial  tax  on  their  entire  authorized  capital  stock. 

13  Indiana  initial  tax. — It  is  generally  understood  that  "business"  means 
gross  receipts. 

1*  Indiana  initial  tax.  —  Law  is  not  specific.  Fraction  has  been  con- 
structed from  form  prepared  by  secretary  of  state. 

15  Kansas  annual  fee. — Applies  to  foreign  corporations  only.  Domestic 
corporations  ])ay  an  annual  fee  on  their  entire  paid-up  capital  stock  (nominal 
value). 

16  Kansas  annual  fee. — It  is  generally  understood  that  "business"  means 
gross  receipts. 

1"  Kansas  annual  fee. —  Law  is  not  specific  Fraction  has  been  con- 
structed from  form  prepared  by  secretary  of  state. 

1^  Kentucky  license  tax. — Market  value  and  earning  power  not  taken 
into  consideration. 

19  Kentucky  license  tax.  —  As  a  general  rule  Kentucky  property  and 
Kentucky  gross  income  are  added  to  form  the  numerator  ;  total  property  and 
total  gross  income  to  form  the  denominator.  In  some  cases,  however,  the 
other  factors  may  also  be  added.  See  P.  l.oriV.ard  Co.  ?'.  Sco't  (iqiq),  184 
Ky.  312,  212  S.  W.  145. 

-0  Kentucky  license  tax. — Law  is  not  specific.  Fraction  has  been  con- 
structed from  form  prepared  by  state  tax  commission. 
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-1  Maryland  franchise  tax. — Applies  to  foreign  corporations  only.  Do- 
mestic corporations  pay  a  franchise  tax  based  on  issued,  outstanding  and/or 
subscribed-for  capital  stock  (nominal  value). 

~-  The  Massachusetts  corporation  income  and  corporate  excess  taxes  to- 
gether are   termed   the  "  excise   tax." 

23  Massachusetts  corporate  excess  tax.  —  Fraction  shown  applies  to 
foreign  corporations  only.  Tax  on  domestic  corporations  is  computed  by  de- 
ducting certain  items  from  the  fair  cash  value  of  the  capital  stock.  One  of 
the  deductions  is  that  proportion  of  the  bills  and  accounts  receivable,  exclud- 
ing notes,  which  real  estate,  machinery  and  merchandise  outside  Massachu- 
setts bears  to  total  real  estate,  machinery  and  merchandise. 

21  Massachusetts  corporate  excess  tax.  —  Market  value  and  earning 
power  taken  into  consideration. 

-^  Massachusetts  corporate  excess  tax.  —  Special  rule  for  mortgaged 
property. 

-^  Montana  additional  initial  tax.  —  .\pplies  to  foreign  corporations 
only.  Domestic  corporations  pay  an  initial  tax  on  their  entire  authorized 
capital  stock. 

-'  Montana  additional  initial  tax.  —  It  is  generally  understood  that 
"  business  "  means  gross  receipts. 

-s  Nebraska  occupation  fee.  —  .Applies  to  foreign  corporations  only. 
Domestic  corporations  pay  an  occupation  fee  on  their  entire  paid-up  capital 
stock   (nominal  value). 

29  Nebraska  occupation  fee.  — -  Law  is  not  clear,  but  court  has  so  held. 
State  ex  rel.  J.  1.  Cast  Threshing  Machine  Co.  v.  Marsh  (1929),  223  N.  W. 
126. 

30  New  Mexico  annual  fee. — Applies  to  foreign  corporations  only.  Do- 
mestic corporations  pay  an  annual  fee  on  their  entire  issued  capital  stock 
(nominal  value). 

31  Minimum  tax  is  based  on  New  York  proportion  of  (a)  the  capital 
stock  or  (b)  the  net  income  to  which  has  been  added  certain  salaries  and 
other  compensation  paid  to  officers,  etc.  The  New  York  proportion  of  the 
capital  stock  or  adjusted  net  income  is  obtained  by  using  a  fraction  the 
numerator  of  which  is  the  assets  in  New  York,  the  denominator  the  total 
gross  assets.  In  other  words,  the  allocation  fraction  for  computing  the  mini- 
mum tax  is  the  same  as  for  computing  the  additional  initial  tax  payable  by 
foreign  corporations. 

^-  The  bills  and  accounts  receivable  having  a  situs  in  New  York  are  as 
follows  : 

A.  Those  arising  from  personal  property  sold  by  the  corporation  from 
merchandise  manufactured  by  it  within  New  York. 

B.  Those  arising  from  personal  property  owned  by  the  corporation  and 
not  manufactured  by  it  within  New  York  but  sold  by  it  or  its  agents  and 
located  within  New  York  at  the  time  of  the  receipt  of  the  order. 

C.  Those  arising  from  the  purchase  or  sale  of,  or  trading  in,  goods,  wares 
or  merchandise  not  located  at  any  place  at  which  the  corporation  conducted 
a  permanent  or  continuous  business  without  New  York  and  where  the  bills 
and  accounts  receivable  arose  from  orders  received  or  accepted  by  any  officer 
or  agent,  or  at  any  place  of  business,  in  New  York. 

D.  Those  arising  from  services  performed  by  any  officer,  agent  or  repre- 
sentative of  the  corporation  connected  with,  sent  from,  or  reporting,  either 
directly  or  indirectly,  to  any  officer  located  in  New  York,  or  at  any  office 
located,  owned,  rented  or  occupied  in  that  State. 

3"  The  denominator  is  the  corresponding  total  of  the  above  items. 
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^*  Shares  of  stock  are  apportioned  in  accordance  with  the  value  of  the 
physical  property  in  and  out  of  the  state  representing  such  shares. 

35  This  fraction  is  also  used  in  assessing  the  annual  capital-stock  tax  on 
real  estate  and  holding  companies  and  in  computing  the  minimum  franchise 
(income)  tax  on  business  corporations.     See  Note  31. 

36  This  is  the  same  fraction  used  to  allocate  the  net  income  of  business 
corporations,  except  that  the  following  New  York  items  are  added  to  the 
numerator  and  the  corresponding  totals  to  the  denominator.     See  Note  32. 

E.  Bank  and  cash  balances  in  New  York. 

F.  Bills  and  accounts  receivable  not  included  in  the  franchise  (income) 
tax  allocation  fraction. 

G.  Bonds,  loans  on  call  and  other  financial  securities  held,  used  or  em- 
ployed in  New  York  during  the  year  (not  including  shares  of  stock). 

3"  North  Carolina  income  tax. — Applies  to  foreign  corporations  only. 
Domestic  corporations  pay  on  entire  net  income,  except  that  deduction  is 
allowed  for  income  taxes  paid  in  other  states. 

38  North  Carolina  income  tax,  —  Corporations  deriving  profits  princi- 
pally from  the  ownership,  sale  or  rental  of  real  estate,  or  from  the  manufac- 
ture, purchase,  sale  of,  trading  in,  or  use  of  tangible  property,  use  the  prop- 
erty ratio.  Corporations  deriving  profits  principally  from  the  holding  or 
sale  of  intangible  property,  use  the  gross  receipts  ratio. 

39  North  Carolina  franchise  tax. — Applies  to  foreign  corporations  only. 
Domestic  corporations  pay  a  franchise  tax  on  the  higher  of  the  two  follow- 
ing figures:  (a)  total  issued  and  outstanding  capital  stock,  surplus  and  un- 
divided profits,   (b)    assessed  value  of  property  in   North  Carolina. 

*o  Ohio  franchise  tax. — Earning  power  and  market  value  not  taken  into 
consideration. 

•*i  Ohio  franchise  tax. —  It  is  generally  understood  that  "business" 
means  gross  receipts. 

^-  Oklahoma  license  tax.  —  Applies  to  foreign  corporations  only.  Do- 
mestic corporations  pay  a  license  tax  on  their  authorized  capital  stock. 

*3  Permsylvania  capital  stock  tax. — Market  value  and  earning  power 
taken  into  consideration. 

4*  Pennsylvania  capital  stock  tax. — See  also  Commonwealth  v.  Penn- 
sylvania Railroad  Company  (1929),  146  Atl.  903,  for  variation  of  rule  when 
shares  of  subsidiaries  involved. 

45  Rhode  Island  corporate  excess  tax. — "  Neither  of  these  rules  was 
intended  to  be  used  as  a  yardstick,  but  only  as  a  guide  in  assisting  the  board 
to  determine  the  amount  of  property,  tangible  and  intangible,  engaged  in 
business  within  this  state."  Mexican  Petroleum  Co.  v.  Bliss  (1920),  43  R.  I. 
243,  no  Atl.  867.     As  a  practical  matter  the  larger  fraction  is  generally  used. 

4®  South  Carolina  income  tax. — Applies  to  foreign  corporations  only. 
Domestic  corporations  pay  on  entire  net  income  with  deduction  for  net  in- 
come from  established  business  outside  the  state.  No  arbitrary  method  of 
allocation  provided  in  the  case  of  domestic  companies,  each  case  depending 
on  its  own  merits. 

4"  South  Carolina  income  tax. — Corporations  manufacturing  in  South 
Carolina  use  the  property  ratio ;  corporations  engaged  only  in  buying  or 
selling  in  the  state,  or  having  no  property  therein,  use  the  gross  sales  ratio  ; 
other  corporations  use  average  of  the  two  ratios. 

48  South  Carolina  license  fee.  —  Applies  to  foreign  corporations  only. 
Domestic  corporations  pay  license  tax  on  paid-up  capital  stock  (nominal 
value). 
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!•'  Texas  franchise  tax. — In  the  case  of  domestic  corporations  doing  all 
their  business  in  Texas,  the  tax  is  based  on  the  (a)  authorized  capital  stock 
or  (b)  paid-in  capital  stock  plus  surplus  and  undivided  profits,  whichever  is 
the  higher. 

50  Utah  license  tax. — It  is  generally  understood  that  "business"  means 
gross  receipts. 

•""i  Washington  license  fee. — Applies  to  foreign  corporations  only.  Do- 
mestic corporations  pay  license  fee  on  their  entire  authorized  capital  stock. 

5-  Washington  license  tax. — It  is  generally  understood  that  "business" 
means  gross  receipts. 

[N^otes  to  Appendix  B,  pp.  172-175.] 

1  Prior  to  1927  only  tangible  property  vi'as  used.  Change  made  to  con- 
form to  decision  of  the  Supreme  Court  of  Illinois.  O'Gara  Coal  Co,,  v.  Em- 
nierson  (1926),  not  officiallv  reported.  Final  decision  326  III.  18,  156  N.  E. 
814. 

-  April  I  date  applies  only  to  those  companies  paying  no  income  tax  in 
Massachusetts. 

•*  Prior  to  1929  all  the  intangibles  of  domestic  corporations  were  allocated 
to  Michigan,  all  the  intangibles  of  a  foreign  corporation  without  Michigan. 

*  See  Appendix  A,  note  32,  as  to  intangibles  included  in  the  fraction. 

^  See  Appendix  A,  note  36,  as  to  intangibles  included  in  the   fraction. 

^  Property,  income  from  which  is  specifically  allocated,  should  not  be  in- 
cluded. 

"^  Intangible  assets  of  domestic  corporations  are  allocated  to  Pennsylvania. 
Intangible  assets  of  foreign  corporations  are  allocated  without  Pennsylvania. 

^  The  report  blank  defines  property  owned  and  used  as  real  estate,  lease- 
holds and  improvements,  merchandise,  tools,  office  furniture  and  such  other 
property-  as  is  necessary  in  the  conduct  of  a  business.  However,  auditor's 
department  has  construed  property  to  mean  all  classes  of  property,  both  tan- 
gible and  intangible.  Consequently,  cash  in  banks  in  West  Virginia  is  taken 
into  consideration  ;  also  accounts  and  notes  receivable,  if  they  arise  on  account 
of  sales  made  to  residents  of  West  \'irginia,  or  in  lieu  thereof  the  equity 
retained  in  the  property  sold  in  West  Virginia. 

^  Property,  income  from  whch  is  specifically  allocated,  should  not  be  in- 
cluded. 

Chairman  Maxwf.ll:  Gentlemen  of  the  Conference,  as  was 
anticipated,  Professor  Gerstenberg  has  made  a  very  interesting  con- 
tribution to  this  very  important  subject  of  construction  and  admin- 
istration of  the  income-tax  laws.  Now,  that  subject  will  be  open  to 
general  discussion  after  the  presentation  of  the  next  address  on  the 
program  for  the  afternoon. 

Perliaps  of  all  people  who  have  to  deal  with  ta.x  problems,  none 
of  them  have  a  more  difficult  task  than  that  of  the  state  legislator. 
He  has  the  problem  of  giving  shape  and  form  to  tax  statutes,  under 
which  all  revenue  is  received,  and  generally  this  has  to  be  per- 
formed within  a  very  short  period  of  time.  In  practically  every 
state  there  are  members  of  the  general  assembly  who  give  much  of 
their   time   outside   of   their   legislative   sessions  to   studying  these 
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problems,  that  they  may  offer  intelligent  leadership  in  their  assem- 
blies. Without  having  personal  information  about  it,  I  am  sure 
that  the  next  gentleman  on  our  program  is  of  that  type.  I  now 
take  pleasure  in  presenting  Hon.  George  Woodward,  member  of 
the  State  Senate  of  Pennsylvania,  who  will  speak  to  you  on  State 
Finance  as  Viewed  by  the  Legislator. 

George  Woodward  (Pennsylvania)  :  Air.  Chairman  and  Mem- 
bers of  the  conference:  At  this  late  hour  I  am  sure  you  will  be 
encouraged  to  hear  that  my  paper  is  exactly  six  pages.  The  title 
given  me  was  ''  Taxation  from  the  Legislator's  Point  of  View."  I 
thought  of  a  subtitle  which  would  be,  "  A  Perfect  Scheme  of  Taxa- 
tion in  Six  Pages."  That  was  before  I  came  to  Saranac  Inn.  In 
moments  of  confidence  I  unfolded  this  perfect  scheme  to  any  chance 
neighbors  in  the  lobby,  and  each  man  said,  "  Oh,  I  had  thought  of 
that  years  ago,  but  I  gave  it  up."  Therefore,  I  am  not  quite  so 
cocksure  as  I  was  when  I  prepared  the  paper. 

Now,  a  legislator  is  like  a  gentle  horse  accustomed  to  carrying 
his  master,  the  Chief  Executive.  He  doesn't  know  where  he  is 
going,  but  he  is  on  his  way.  The  legislator  is  the  under  dog  or  the 
under  horse,  guided  by  the  superior  position  of  the  Executive,  and 
curbed  by  the  bit  and  bridle  of  the  executive  budget.  The  Exec- 
utive is  on  top.  From  his  superior  place  he  can  see  where  the  will- 
ing horse  ought  to  go,  and  by  combined  force  and  persuasion,  rides 
him  towards  his  goal.  As  a  member  of  the  Pennsylvania  General 
Assembly,  I  am  in  a  position  to  see  this.  It  may  be  described  as 
political  pragmatism.  It  is  the  result  of  experience,  and  it  works. 
The  legislature  is  like  a  mass  meeting  controlled  by  a  small  com- 
mittee who  decides  what  the  meeting  is  resolved  to  accomplish.  It 
works  because  the  Executive  can  see  the  delicate  and  dangerous  art 
of  government  as  a  whole.  The  legislator  sees  it  piecemeal.  The 
public  finds  it  easier  to  place  responsibility  on  the  Chief  Executive 
and  damns  the  legislator  with  faint  praise. 

Having  established  our  modest  position  as  the  under  dog,  it  is  in 
order  to  remark  that,  like  the  willing  horse  or  the  sleeping  dog,  we 
have  enormous  latent  power.  Ever  so  often  a  tactless  Executive 
discovers  this  and  exclaims  that,  "  he  has  a  legislature  on  his 
hands."  Taking  the  governor  as  husband,  the  legislature  as  wife, 
or  vice  versa,  the  intercourse  is  often  far  from  connubial  bliss. 
Taxation  in  its  conception,  incubation  and  birth  reveals  this  dis- 
crepancy between  husband  and  wife  more  clearly  than  any  other 
function  of  the  delicate  art  of  governing. 

You  may  recall  the  suggestive  fact  that  of  all  forms  of  govern- 
ment devised  by  man,  the  oligarchy  of  Venice  had  the  longest  con- 
secutive run.  Scratch  our  democracy,  you  will  find  an  oligarchy 
just  below  the  veneer.     Pennsylvania  is  not  very  different  from  her 
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sister  oligarchies.  Perhaps  we  have  had  a  more  direct  line  of  pro- 
fessional political  divine-righters  than  our  sister  states,  in  which  the 
balance  between  parties  is  more  evenly  poised.  In  Pennsylvania  a 
Democrat  is  a  museum  piece.  We  had  the  Camerons,  Matthew 
Quay  and  Boise  Penrose,  whose  words  were  laws,  or  would  come 
to  be  later.  These  professional  politicians  were  able  men,  who  knew 
what  they  wanted  and  knew  how  to  get  it.  They  devised  a  scheme 
of  taxation  for  our  commonwealth  that  left  the  voter  in  blissful 
ignorance  of  the  state  treasury.  Pennsylvania  was  so  wealthy  it 
was  not  difficult  to  fill  the  treasury  by  taxing  corporations  and  the 
estates  of  the  dead.  It  was  a  game  of  playing  favorites.  Until  the 
repeal  of  the  anthracite  coal  tax  last  winter,  that  scapegoat  paid 
more  than  one-third  of  the  net  profits  to  the  state  in  taxes.  News- 
paper corporations  paid  two  per  cent.  Every-day  corporations  paid 
nine  per  cent,  the  manufacturing  corporations  paid  five  per  cent. 
These  figures  are  taken  from  statistics  compiled  by  a  former  mem- 
ber of  the  Pennsylvania  Tax  Commission,  Marion  McKay,  now 
Professor  of  Political  Science  in  the  University  of  Pittsburgh.  In 
our  political  calendar  of  saints,  we  began  with  St.  Simon  (Cam- 
eron), carried  on  at  the  receipt  of  customs  with  St.  Matthew  (Quay). 
The  able  Secretary  of  the  Treasury  is  a  real  Saint  and  the  brother- 
hood of  St.  Andrew  is  a  goodly  company.  We  are  also  burning  on 
the  altar  of  protection  incense  to  our  Saint  Joseph  (Grundy), 
These  are  the  men  who  have  been  our  guides,  philosophers  and 
friends  in  things  temporal  as  well  as  spiritual. 

Pennsylvania  has  no  debt  except  for  good  roads;  there  is  no 
general  property  tax,  the  anathema  of  every  National  Tax  Confer- 
ence, and  there  is  no  state  levy  on  real  estate.  Our  tax  friends 
from  more  enlightened  commonwealths  regard  us  as  a  backward 
state,  quite  unaware  of  our  backwardness.  As  a  result,  however, 
of  these  delightful  meetings  in  well-chosen  corners  of  the  United 
States,  we  are  no  longer  as  dumb  as  we  look.  We  are  beginning 
to  feel  the  stir  of  a  noble  discontent.  We,  too,  have  the  urge  to 
join  our  brother  taxers  and,  like  them,  go  around  and  around  in 
circles  of  taxation.  In  these  meetings  we  have  too  long  been  silent 
and  contented.  We  are  now  prepared  to  experience  that  pleasant 
dizziness  of  the  taxing  mind  acquired  by  the  circular  motion  of  this 
learned  body  which  has  acquired  the  profound  truth  that  any  change 
must  be  progress.  My  first  experience  with  the  National  Tax 
Association  was  on  one  Sunday  evening  in  Minneapolis.  Our 
genial  friend,  Mr.  A.  E.  Holcomb,  was  placarding  the  hotel  in  ad- 
vance of  the  rush  of  delegates.  He  welcomed  me  as  a  new  source 
of  income  and  remarked  that  the  Pennsylvania  fellows  have  the 
best  of  it.  "  The  others  wrangle  and  wrangle,  but  you  fellows  from 
Pennsylvania  just  sit  back  and  grin." 

My  thesis  is  not  an  after-dinner  speech,  but  something  solid  and 
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constructive.  I  do  not  know  which  one  of  our  Pennsylvania  saints 
invented  the  four  mills  tax  on  intangibles,  but  he  had  both  genius 
and  charm.  It  is  a  tax  that  very  few  taxpayers  understand  and  no 
taxpayer  ever  expects  to  pay.  Not  only  the  taxpayer  gives  it  up, 
but  what  is  more  remarkable,  the  tax-collector  gives  it  up  and  is 
amazed  when  some  erratic  citizen  fills  out  a  form  and  writes  a 
check.  Such  a  tax  is  a  shining  example  of  both  genius  and  charm. 
This  kind  of  absent  treatment  was  all  very  pleasant  when  the  state 
did  not  spend  so  much  money,  also  when  the  land-owners  had  not 
discovered  that  they  were  soaked  67  per  cent  in  the  general  set-up 
of  state,  county,  city,  borough  and  township  taxation.  The  land- 
owners have  discovered  that  our  political  saints  put  one  over  on 
them  and  they  are  now  rising  to  remark. 

The  thesis  of  my  paper,  therefore,  is  down  with  the  four  mills 
tax,  up  with  the  personal  income  tax.  Probably  every  one  of  you 
knows  more  about  the  income  tax,  federal  and  state,  than  I  do.  I 
haven't  read  the  National  Tax  Association  model  law.  I  do  know- 
that  we,  in  Pennsylvania,  pay  the  federal  income  tax  and  we  do 
not  pay  the  county  four  mills  tax.  That  seems  a  fundamental  dif- 
ference in  favor  of  the  income  tax.  Some  of  us  propose  to  become 
an  oligarchy  to  trade  our  dishonored  four  mills  tax  for  your  per- 
sonal income  tax.  We  have  collaborated  upon  a  letter  to  our  one 
and  only  United  States  Senator,  David  A.  Reed,  in  the  following 
inviting  and  constructive  words : 

TT        T^  AT?  "July  1.  1929. 

Hon.  David  A.  Reeu,  -^ 

Senate  Office  Building, 

Washington,  D.  C. 

My  dear  Sciiiitor  Rccd  : 

"  I  must  apologize  for  writing  a  letter  on  taxation  in  July  weather, 
especially  when  you  are  so  entirely  engaged  as  the  head  of  the 
Senate  Finance  Sub-Committee  on  the  steel  and  iron  schedule.  I 
have,  however,  to  read  a  paper  at  the  National  Tax  Conference  in 
the  first  week  of  September,  and  would  like  your  opinion  upon  the 
following : 

"  I  have  attended  the  annual  meetings  of  this  National  Tax  Asso- 
ciation for  a  good  many  years,  and  I  have  found  that,  like  other 
wise  men,  they  are  apt  to  go  around  in  circles,  to  drop  one  form  of 
tax  in  favor  of  another  which  happens  to  be  more  fashionable  at 
the  moment.  The  one  kind  of  tax  which  seems  to  survive  is  the 
personal  income  tax. 

"  Before  the  World  War,  there  were  fifteen  states— there  are  now 
nineteen — that  had  adopted  some  form  of  income  tax.  The  enor- 
mous funds  required  by  the  United  States  Government  during  the 
war  deterred  other  states  from  following  the  example  of  the  fifteen, 
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and  made  the  very  name  "  income  tax  '  distasteful.  I  am  sure  your 
father,  the  late  Judge  Reed,  would  agree  with  me  in  this  statement. 
The  income  tax  works  admirably  in  states  like  Pennsylvania,  namely, 
New  York  and  Massachusetts,  and  I  believe  that  whether  we  like  it 
or  not,  we  shall  have  to  come  to  it  in  our  own  state,  not  only  to  meet 
the  increasing  expenditures  of  our  commonwealth,  but  also  to  lessen 
the  pressure  of  taxation  upon  realty,  which  is  somewhere  around 
67  per  cent  of  the  total  expenses  of  local  and  state  government. 

"  The  proposal  I  wish  to  put  before  you  is  whether  or  not  the 
federal  machinery  of  collection  of  income  may  be  made  use  of  by 
any  or  all  the  states  of  the  Union  that  wish  to  adopt  such  form  of 
taxation.  I  made  inquiries  in  Massachusetts  particularly,  and  al- 
though the  federal  machinery  has  been  perfected  as  a  result  of 
experience,  I  find  that  in  Massachusetts  the  Commonwealth  is  very 
much  on  its  own  in  collecting  income  taxes  from  the  citizens,  and 
makes  very  little  use  of  the  forms  of  collection  devised  by  the 
United  States  Bureau  of  Internal  Revenue.  What  do  you  think  of 
trying  to  promote  this  idea  of  offering  the  states  the  services  of  the 
federal  income  tax  organization,  which  would  mean  practically  that 
the  Federal  Government  would  collect  both  the  federal  and  state 
income  tax  and  prorate  to  each  state  a  quota  to  be  equitably  de- 
termined? 

"  There  is  a  collateral  tax  question  which  is  of  increasing  impor- 
tance. All  our  large  cities  are  feeling  more  and  more  the  loss  of 
large  taxpayers  who  move  outside  the  city  line  in  order  to  lower 
their  tax  bill,  and  who  enjoy  all  the  privileges  and  facilities  of  the 
city  without  paying  for  them.  A  personal  income  tax  with  a  pro- 
rated amount  to  the  source  of  origin  would  overcome  this  discrimi- 
nation so  that  the  rich  man  w^ho  lived  out  of  town  would  have  to 
contribute  to  the  upkeep  of  the  city  where  he  earns  his  taxable 
salary. 

"  We  have,  as  you  know,  a  four  mills  tax  on  intangible  personal 
property.  It  is  most  unsatisfactory  because  so  very  many  security- 
holders ignore  it.  The  'jacking  up'  of  this  kind  of  a  capital  tax 
on  intangibles  is  almost  hopeless.  It  seems  incredible  that  in  Penn- 
sylvania we  have  allowed  such  an  unscientific  tax  upon  property  to 
remain  on  our  books  since  1844.  There  is  a  growing  dissatisfac- 
tion in  Philadelphia  against  the  four-mill  tax.  The  program  out-- 
lined  above  would  therefore  contemplate  an  exchange  of  our  four 
mills  personal  property  for  a  personal  income  tax. 

"  New  York  Cit}'  has  recently  received  from  the  state  income  tax 
$27,000,000.  It  is  a  question  in  Pennsylvania  as  to  whether  local 
government  (city,  county,  school  district,  poor  district,  etc.)  can 
continue  to  function  from  the  receipts  of  the  realty  tax  alone.  It 
may  be  that  the  State  can  finance  itself  without  an  income  tax  for 
several  years,  but  the  problem  with  reference  to  local  government 
is  now  urgent. 
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'■  You  are  familiar  witli  the  recent  decision  of  the  Supreme  Court 
of  Pennsylvania  in  Commonwealth  v.  Knowles  Estate,  which  holds 
that  the  commonwealth  can  tax  estates  up  to  eighty  per  cent  of  the 
amount  of  the  federal  tax  without  violating  the  Pennsylvania  con- 
stitution. This  decision  would  be  authoritative  for  holding  that  the 
Commonwealth  could  impose  an  income  tax  equal  to  the  percentage 
of  rebate  which  might  be  allowed  by  federal  statute  without  any 
amendment  to  the  state  constitution.  They  are  both  taxes  upon 
privilege  and  not  upon  property;  i.  e.,  'excise  taxes'.  Yours  very 
truly,  G.  Woodward." 

I  have  three  short  exhibits.  This  one  does  not  look  very  short,  I 
will  acknowledge  that,  but  we  have  67  counties  in  Pennsylvania. 
I  obtained  from  each  county,  with  the  exception  of  two,  the  forms 
that  are  now  in  use  for  the  four  mills  tax,  and  I  have  it  in  this 
envelope.  I  selected  only  three  because  they  were  of  different 
colors.  You  really  would  not  know  they  are  the  same  tax.  The 
one  I  prefer  is  from  Greene  County.  You  will  see  how  simple  it 
looks.  That  one  is  printed  in  Waynesboro ;  one  is  printed  in  Leb- 
anon, and  another  in  Williamsport,  Pennsylvania.  You  see,  there- 
fore, they  have  not  got  together  since  1844  on  the  four  mills  tax. 
I  hope  somebody  will  take  pains  to  look  at  this  exhibit. 

The  second  exhibit  is  a  favorable  one.  We  have  our  very  effi- 
cient budget  officer.  Mr.  Arthur  Townsend,  who  is  authority  for  the 
statement  that  we  shall  require  during  the  next  biennium  $340,000,- 
000  of  taxes  in  the  budget,  whereas  ten  vears  ago  the  budget  totaled 
$130,000,000. 

Now,  while  1  have  been  knocking  the  four  mills  tax,  I  may  sa\ 
that  Mr.  Edmonds  and  I  have  tried  to  improve  its  collection,  and, 
at  the  risk  of  boring  you,  I  wish  to  read  a  letter  from  our  collector, 
Mr.  W^allace  Bromley,  Esq.,  who  is  chief  of  the  personal  property 
division  of  the  Board  of  Revision  of  Taxes  in  Philadelphia.  He 
says :  "  In  theory  there  should  be  an  assessment  entered  against 
every  resident  who  owns  or  holds  taxable  property,  and  in  order  to 
determine  such  ownership  the  assessor  should  serve  every  adult  in 
his  district  with  a  blank  return.  In  so  large  a  municipality  as  Phila- 
delphia such  a  course  would  obviously  be  a  physically  impossible 
task.  The  sole  information  from  official  sources  as  to  the  holding 
of  taxable  property  furnished  the  assessor  consists  of  records  of 
mortgages  and  judgments.  The  problem  of  discovering  those  per- 
sons who  hold  other  forms  of  taxable  property  presents  an  interest- 
ing study." 

"  Until  the  passage  of  the  Woodward  Act  there  has  been  no 
attempt  in  Philadelphia  County  to  assess  or  re-assess  the  taxable 
personal  property  of  a  decedent  for  the  years  preceding  his  death. 
Moreover,  little  effort  was  made  in  general  to  follow  the  property 
into  the  hands  of  administrators  or  executors." 
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In  our  City  Hall  the  Orphans'  Court  sits  on  the  fourth  floor,  and 
the  Board  of  Revision  of  Taxes  sits  on  the  first  floor.  An  estate 
would  be  adjudicated  in  the  Orphans'  Court  and  no  record  passed 
to  the  Board  of  Revision  on  the  first  floor,  so  that  an  estate  would 
disappear  as  soon  as  it  was  distributed,  because  the  men  on  the  first 
floor  had  no  record  of  the  distribution.  Quoting  further :  "  Little 
effort  was  made  in  general  to  follow  the  property  in  the  hands  of 
administrators  or  executors.  During  the  first  year  the  new  statute 
was  in  operation  in  Philadelphia  County,  additional  assessments  for 
the  prior  year  and  for  the  current  year  against  estates  totaled 
$30,000,000,  on  which  assessment  the  county  received  an  additional 
tax  of  $122,000.  From  the  same  source  during  a  six  months'  period 
of  1929,  there  were  added  in  assessments  $33,000,000,  on  which  the 
tax  amounted  to  $133,000.  Some  of  the  larger  assessments  entered 
against  estates  follow:  $1,135,693.66,  $1,541,024.76,  $1,988,710.01, 
$8,464,212.41,  $2,710,359.00. 

Chairman  Maxwell:  The  conference  is  indebted  to  Senator 
Woodward  for  bringing  up  in  this  interesting  way  the  viewpoint  of 
the  state  legislator.  Before  opening  the  discussion,  may  I  remind 
you  again  of  the  session  scheduled  for  this  evening,  which  is  to  be 
held  in  this  hall  at  8  o'clock.  The  session  this  evening  will  be 
presided  over  by  Dr.  Charles  J.  Bullock,  of  Harvard  University. 
The  first  subject  for  discussion  will  be,  "  International  and  Inter- 
state Aspects  of  Double  Taxation,"  by  Dr.  Thomas  S.  Adams,  and 
the  other  subject  for  consideration,  "  Progress  of  Reciprocity  in 
Inheritance  Taxation,"  by  Franklin  S.  Edmonds,  chairman  of  the 
Committee  on  Reciprocity  in  Inheritance  Taxation. 

We  will  now  return  to  the  subject  presented  by  Mr.  Gerstenberg, 
"  Simplification  and  Standardization  of  State  Business  Taxes,"  and 
the  conference  is  open  for  any  general  discussion  of  that  subject. 

I  remind  you,  if  I  may,  that  under  the  rules,  debate  of  this  char- 
acter is  limited  to  seven  minutes  to  each  speaker. 

Franklin  S.  Edmonds:  In  accordance  with  the  rules,  may  I 
offer  this  resolution  on  behalf  of  Dr.  Bullock: 

"Resolved,  that  the  conference  recommend  to  the  National 
Tax  Association  the  appointment  of  a  committee  to  investigate 
the  subject  of  Uniformity  and  Reciprocity  in  State  and  Local 
Taxation ;  and 

■'  Resolved  further,  in  connection  with  the  work  of  this  com- 
mittee, or  some  other  appointed  for  the  purpose,  the  Tax  Asso- 
ciation consider  the  desirability  of  raising  funds  for  conducting 
a  general  survey  of  the  present  status  and  working  of  the  laws 
of  the  states  for  taxation." 

I  move  that  this  resolution  be  referred  to  the  resolutions  com- 
mittee. 
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Chairman  Maxwell  :  Under  the  rules,  that  course  will  be 
pursued. 

Does  any  other  gentleman  wish  to  be  recognized  at  this  time  for 
the  discussion  of  the  subject  of  business  taxation? 

Charles  W.  Gerstenberg  :  May  I  say,  Mr.  Chairman,  since 
there  is  no  discussion,  I  think  it  is  usual  for  the  chairman  of  the 
committee  to  make  a  motion,  and  1  hereby  make  it,  that  the  report 
of  the  committee  be  accepted. 

J.  F.  ZoLLER  (New  York)  :    Motion  seconded. 

Chairman  Maxwell:  It  is  mov-ed  and  seconded  that  the  report 
of  the  Committee  on  Simplification  and  Standardization  of  State 
Business  Taxes  be  received  and  printed.  If  there  is  no  discussion 
of  that  motion,  so  many  as  favor  please  say  aye. 

(Ayes  and  Noes) 

(Motion  carried) 

Chairman  Maxwell:  So  ordered. 

Does  any  member  of  the  conference,  at  this  time,  wish  to  discuss 
either  of  the  papers  that  have  been  presented?  If  not.  a  motion  to 
adjourn  will  be  entertained. 

(Motion  made  and  seconded) 

Adjournment 
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Tuesday,  September  10,  1929. 
8 :  00  o'clock  P.  M. 

Charles  J.  Bullock,  presiding. 

Chairman  Bullock  :  Ladies  and  gentlemen,  we  are  told  that 
there  are  only  two  things  in  this  world  that  are  certain,  namely, 
death  and  taxes.  That  statement,  like  other  statements  made  about 
this  interesting  and  troublesome  and  unpleasant  subject  of  taxation, 
is  only  a  hard  truth  and  is  subject  to  important  qualifications,  be- 
cause, as  this  evening  has  shown,  when  it  comes  to  a  choice  between 
eating  and  taxing,  the  eats  have  it  every  time. 

I  introduce  that  qualification  of  this  familiar  principle  relating  to 
dying  and  taxing  in  explanation  of  my  tardiness  in  calling  this 
meeting  to  order.  I  was  quite  aware  that  the  meeting  was  called 
for  eight  o'clock,  and  was  here  not  much  after  that  hour.  But 
knowing  that  daylight-saving  time  is  used  here  and  the  hotel  was 
crowded,  I  knew  that  we  simply  could  not  get  a  quorum  and  deal 
fairly  with  speakers  or  audience  if  we  started  earlier  than  8:30. 
Therefore  I  acted  as  I  have. 

The  first  subject  this  evening  is  that  of  international  and  inter- 
state aspects  of  double  taxation.  Double  taxation  is  always  an  in- 
teresting and  difficult  subject.  The  ordinary  legislator  and  the  tax 
man  is  in  favor  of  taxing  the  same  things  just  as  many  times  and 
just  as  often  as  he  can  get  away  with  it.  and  the  existence  of  double 
taxation  is  something  difficult  to  prove  to  him.  On  the  other  hand, 
the  taxpayer  is  inclined  to  get  away  without  paying  his  taxes  just 
as  many  times  as  he  can  manage,  and  he  sometimes  mistakes  what 
ought  not  to  be  considered  double  taxation  for  double  taxation. 
Even  at  home,  within  the  jurisdiction  of  a  single  state,  when  it 
comes  to  taxing  mortgaged  property  and  then  taxing  mortgage 
notes,  representing  interests  in  mortgaged  property,  we  found  in 
times  past  the  question  of  double  taxation  difficult.  Then  between 
our  states,  when  it  comes  to  taxing  the  property  of  a  corporation 
and  then  the  stock  of  that  corporation  owned  by  residents  of  other 
states,  where  those  residents  are  domiciled  and  intangible  property 
subject  to  taxation,  we  have  had  difficulties  with  the  subject.  And, 
in  recent  years  we  have  had  difficulties  in  international  double  taxa- 
tion, such  as  did  not  exist  to  any  considerable  extent  a  generation 
ago,  before  income  taxes  became  universal.  It  has.  therefore,  come 
about   since  the  war.     With  a  greatlv   increasing  income  tax   we 

(192) 
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have  had  numerous  international  conferences  on  the  subject  of 
double  taxation.  Representatives  from  different  nations  would 
gather  at  Geneva  and  elsewhere  to  discuss  what  should  be  done 
about  this  interesting  game.  That  game  has  been  like  that  de- 
scribed by  the  Scotchman  who  spoke  of  cooperation,  saying  that 
it  consisted  in  giving  nothing  for  nothing  and  darn  little  for  six 
pence.  ^So,  we  have  had  these  various  international  conferences, 
and  two  of  the  former  presidents  of  this  association  have  been  dis- 
tinguished representatives  of  the  United  States  at  those  conferences. 
I  refer,  of  course,  to  Professor  Seligman  and  Professor  Adams. 
This  evening  we  are  very  fortunate  in  having  with  us  Professor 
Thomas  S.  Adams  of  Yale  University,  who  has  recently  represented 
the  interests  of  the  United  States  in  one  of  these  international 
horse-trading  conferences  on  the  subject  of  double  taxation.  I  take 
very  great  pleasure  in  presenting  him  to  you. 

INTERNATIONAL  AND  INTERSTATE  ASPECTS 
OF  DOUBLE  TAXATION 

THOMAS    S.    ADAMS 
Yale   University 

The  movement  inaugurated  by  the  League  of  Nations  at  the  sug- 
gestion of  the  International  Chamber  of  Commerce  to  foster  and 
encourage  international  agreements  designed  to  prevent,  or,  at 
least,  minimize,  double  taxation,  has  been  going  on  for  eight  or 
nine  years.  Professor  Seligman,  as  Professor  Bullock  told  you, 
participated  with  Sir  Josiah  Stamp  and  a  group  of  other  inter- 
national economists  in  a  report  made  in  1923,  as  I  recall,  which 
attempted  to  lay  down  what  might  be  called  the  theoretical  prin- 
ciples of  the  subject.  Thereafter  the  matter  was  turned  over  to  a 
group  of  so-called  government  experts,  and  for  five  or  six  years 
since  that  time  they  have  been  having  conferences  on  the  subject. 
The  League  of  Nations  has  recently  created  a  permanent  Fiscal 
Committee  on  this  subject  designed  in  general  to  encourage  the 
adoption  of  these  international  agreements,  to  work  out  some  of  the 
more  difficult  technical  questions  which  arise  in  connection  with 
this  movement,  and,  perhaps,  if  requested  by  the  interested  parties, 
to  decide  disputes  arising  in  the  interpretation  of  agreements  actu- 
ally made. 

The  interesting   fact  about  the  present  situation,   as  I  see  it,   is 
that  the  movement  is  reaching  a  stage  of  practical  fruition. 

There  have  been   concluded,   I   should  say,   at  the  present  time 

about  twenty  of  these  broad  bilateral  conventions  between  pairs  of 

nations,  looking  to  the  elimination  of  double  taxation,  particularly 

in  the  field  of  income  taxation,  but  in  some  cases  extending  into 

13 
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the  field  of  direct  property  and  capital  taxes.  In  addition,  there 
have  been  adopted  a  considerable  number  of  more  restricted  agree- 
ments, covering  disputed  points  in  income  or  property  taxation,  or 
providing  for  administrative  cooperation.  In  other  words,  the  prac- 
tical movement  is  gathering  headway  and  momentum,  and  unless  I 
am  mistaken  the  time  is  not  far  distant — I  should  say  in  six  or  eight 
years — when  tax-wise  Europe  will  be  covered  with  a  network  of 
these  bilateral  conventions,  under  which  the  business  men  of  the 
contracting  nations  will  be  virtually  free  from  the  irritation  and 
burden  of  double  taxation.  That.  I  think,  is  plainly  written  on 
the  wall. 

The  United  States  has  not  concluded  any  broad  or  general  recip- 
rocal agreement.  Under  our  existing  federal  law  we  possibly  could 
not  conclude  such  agreements.  Whether  such  agreements  could, 
theoretically,  be  concluded  by  our  treaty-making  powers  is  a  nice 
question  of  constitutional  law ;  but  whatever  may  be  the  answer  of 
the  theoretical  lawyer  to  that  question,  we  probably  shall  not  con- 
clude agreements  of  that  kind  in  practice  without  some  additional 
legislative  sanction  or  authorization.  And  this  consideration  brings 
us  to  one  of  the  practical  aspects  of  the  subject  under  discussion. 
At  the  next  session  of  Congress  amendatory  legislation  authorizing 
the  executive  officers  of  the  government  to  conclude  arrangements 
of  this  kind  will,  I  hope,  be  introduced.  I  hope  further  that  those 
of  you  who  are  in  position  to  assist  this  legislation  will  after  ex- 
amination become  convinced  of  its  wisdom  and  its  helpfulness,  and 
do  what  you  can  to  secure  its  adoption.  It  will  enable  the  business- 
men of  this  country  to  compete  on  somewhat  fairer  terms  with  the 
business  men  of  those  foreign  countries  which  have  the  benefit  of 
conventions  or  treaties  of  this  kind  protecting  them  from  the  bur- 
dens of  international  double  taxation. 

One  of  the  other  practical  achievements  of  this  movement  has 
been  the  adoption  of  reciprocal  arrangements  between  the  great 
maritime  nations  of  the  world,  by  which  the  shipping  industry  is 
freed  from  double  taxation. 

The  taxation  of  a  foreign  shipping  company  under  a  national 
income-tax  law  is  a  particularly  difficult  thing,  as  will  appear  if 
you  stop  to  think  of  the  problem  presented.  A  tramp  steamer  comes 
from  abroad  and  stopping,  perhaps  only  a  few  days,  takes  a  lucrative 
cargo  from  New  York,  and  moves  off,  perhaps  not  touching  again 
at  the  port  for  eighteen  months  or  more.  The  allocation  of  ship- 
ping profits  to  particular  ports  is  intrinsically  difficult.  After  the 
war  the  difficulties  presented  were  unusually  great.  By  a  fortunate 
movement  originating  on  the  part  of  the  United  States,  the  pro- 
posal was  virtually  made  to  the  world  that  this  country  would  re- 
lease or  exempt  the  ships  of  other  countries  if  they  took  the  same 
attitude  towards   our   own   vessels.     That   reciprocal   proposal   has 
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been  virtually  accepted  by  all  the  great  maritime  nations  of  the 
world;  and  today  the  shipping  industry  is  practically  freed  from  the 
evil  of  international  double  taxation.  1  have  no  doubt  that  the 
industry  of  air  transport  will  in  a  short  time  have  the  benefit  of 
this  same  reciprocal  exemption,  and  that  this  new  industry  will 
grow  up  without  ever  having  been  subjected  to  the  burden  of 
double  taxation. 

I  want  to  speak  a  word  now  about  the  technique  of  this  subject, 
the  machinery  adopted  to  achieve  the  end  of  preventing  or  reducing 
double  taxation.  The  work  of  the  governmental  experts  conducted 
under  the  auspices  of  the  League  of  Nations,  up  to  the  present  time, 
has  been  largely  confined  to  the  formulation  of  what  might  be  called 
model  treaties.  They  have  been  attempting  to  formulate  a  series 
of  draft  conventions  or  model  treaties  suitable  for  adoption  by  pairs 
of  countries  which  desire  to  get  rid  of  double  taxation.  In  other 
words,  the  device  which  has  been  adopted  to  correct  this  evil  is 
what  is  known  in  the  chatter  of  the  diplomatist  as  the  bilateral 
convention.  I  think  there  are  elements  of  danger  in  this  device  or 
mechanism  of  solution.  The  agreement  will  usually  be  between  two 
nations.  They  are  to  adopt  for  themselves  and  for  their  residents 
or  nationals  only,  methods  of  solution  by  which  double  taxation 
can  be  averted. 

Now,  in  the  long  run,  whatever  solutions  are  adopted  by  different 
pairs  of  nations,  it  is  probable  that  Nation  A  in  concluding  a  bi- 
lateral convention  with  Nation  B  will  adopt  some  solution  different 
from  that  which  it  might  adopt  in  a  similar  treaty  with  Nation  X. 
And  if  this  piece-meal  bargaining  goes  on  for  twenty  years  or  more, 
as  it  is  likely  to  go  on,  it  may  possibly  result  in  a  tangle  of  con- 
flicting solutions  applicable  to  the  nationals  of  different  countries, 
which  will  be  highly  complicated  and  highly  mysterious,  and  about 
as  bad  as  the  situation  that  now  exists.  In  short,  there  is  in  my 
mind,  looking  to  the  longer  future,  the  strongest  reason  for  the 
adoption  of  one  luiiform  solution,  if  we  could  get  it,  or  the  settle- 
ment of  this  problem  by  a  multilateral  convention,  in  which  a  large 
group  of  nations  would  adopt  the  same  solutions  for  the  detailed 
problems  which  have  to  be  settled. 

Here  I  may  note  one  of  the  results  of  the  experience  of  the 
governmental  experts  in  drawing  up  these  model  conventions  or 
treaties  which  impresses  me  as  both  interesting  and  significant. 
The  experts  who  have  formulated  these  conventions  are,  except  for 
the  American  representative,  government  ofiicials.  in  most  cases  the 
heads  of  the  tax  systems  of  the  several  countries.  As  Professor 
Bullock  has  intimated,  these  experts  have  guarded  zealously  the 
rights  and  interests  of  the  nations  which  they  represented.  They 
have  preferred  and  fought  for  solutions  which  would  benefit  their 
own  countries,  making  minor  compromises  and  concessions  from 
time  to  time. 
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In  the  field  of  income  taxation,  tor  instance,  there  have  been 
worked  out  three  separate  solutions.  In  other  words,  three  model 
treaties  are  recommended  adapted  to  countries  with  different  in- 
terests and  different  forms  of  taxation.  Now,  here  is  the  point 
which  interests  me  profoundly:  on  practically  every  subject  except 
the  taxation  of  bond  interest  and  dividends  from  shares,  they  have 
come  to  a  virtual  unanimity  of  opinion.  Income  arises  in  hundreds 
of  forms ;  compensation  for  personal  service ;  rent  of  all  types ;  in- 
terest of  all  kinds;  annuities;  royalties;  pensions;  gains  and  profits 
from  hundreds  of  distinct  trades,  professions  and  businesses.  The 
treatment  of  all  these  classes  of  income  has  been  discussed  and 
debated  at  length,  from  the  standpoints  of  a  score  of  different 
countries  with  divergent  interests  and  different  methods  of  admin- 
istering the  income  tax.  And  as  I  have  said,  the  experts  have  ended 
by  endorsing  three  model  conventions  which  in  form  and  appear- 
ance are  very  different.  But  in  substance  they  differ,  practically, 
on  nothing  except  the  taxation  of  income  from  transferable  secur- 
ities. This  agreement  has  been  reached  unconsciously  almost.  As 
a  matter  of  fact,  many  of  the  experts  did  not  realize,  until  it  was 
pointed  out  to  them,  that  these  three  treaties,  representing  the  main 
types  of  solution  for  these  problems,  were  substantially  similar  ex- 
cept for  the  treatment  of  income  from  transferable  securities. 

I  gather  from  this  experience  that  it  is  entirely  practicable  for 
the  great  nations  of  the  world  to  get  together  and  adopt  a  uniform 
multilateral  treaty  by  which  double  taxation  could  be  eliminated, 
except  for  these  items  of  bond  interest  and  dividends.  But  this 
experience  suggests  something  more.  It  indicates,  I  believe,  that 
if  a  similar  movement  were  put  under  way  in  the  United  States, 
the  evil  of  double  and  multiple  taxation  in  the  field  of  income  taxa- 
.tion  could  be  averted.  State  income  taxation,  in  this  country,  is  in 
the  stage  of  development.  Double  taxation  in  this  field  is  not  now 
a  grave  evil.  But  it  will  spread  as  state  income  taxes  multiply 
unless  the  states  cooperate  in  a  way  which  they  have  never  tried 
in  the  pa.st.  European  experience  here  is  reassuring.  It  suggests 
that  the  technical  problems  involved  are  susceptible  of  a  common 
or  uniform  solution.  In  short,  if  able  and  zealous  representatives 
of  the  various  states  got  together,  mindful  of  the  economic  interests 
of  their  own  commonwealths  —  selfish,  if  you  want  to  put  it  that 
way — and  if  they  stayed  with  their  problem  long  enough,  the  chances 
are  that  there  would  happen  to  that  group  of  Americans  exactly 
what  is  happening  to  the  representatives  of  the  great  European 
nations  of  the  world  after  six  or  eight  years  of  conference;  in 
short,  that  they  would,  except  upon  one  or  two  items  relating  pri- 
marily to  stocks  and  bonds,  come  to  something  approaching  a  unan- 
imity of  decision  and  treatment. 

It  would  be  an  appropriate  and  helpful  thing  for  this  Association 
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to  do  for  the  American  states  what  the  League  of  Nations  has  done 
for  the  European  states,  i.  e.  promote  a  movement  to  eliminate  or 
prevent  double  taxation  by  calling  together  representatives  of  the 
several  states  for  the  purpose  of  drafting  a  uniform  law  or  a  recip- 
rocal agreement  or  both  for  the  prevention  of  double  income  taxa- 
tion. This  would  do  more  than  restrict,  or  tend  to  restrict,  double 
imposition  in  the  tield  of  income  taxation.  It  would  bring  about  in 
the  end  a  broader  and  keener  understanding  of  the  necessity  for 
equity  and  fairness  and  legislative  restraint  in  the  imposition  of 
taxes.  We  talk  about  equity  and  fairness  in  taxation.  Any  man 
who  has  mixed  in  taxation  widely  knows  that  it  is  a  unique  ex- 
perience to  get  on  the  part  of  legislative  bodies  a  full  and  open  and 
whole-hearted  recognition  of  the  equities  involved.  Politics  plays 
its  part,  partly  a  proper  part  and  partly  an  improper  part.  The 
taxpayer  has  something  to  seek  and  get,  partly  proper  and  partly 
improper.  The  administrative  authority  has  his  bias.  He  seldom 
is  as  disinterested  as  he  thinks  he  is.  Equity  goes  by  the  board, 
largely  because  it  is  lost  sight  of.     It  gets  lost  in  the  shuffle. 

Now,  according  to  my  experience,  there  is  no  means  or  instru- 
ment by  which  to  get  recognition  of  the  equitable,  disinterested, 
scientific  point  of  view  in  taxation  as  potent  as  this  argument  based 
on  the  desirability  of  eliminating  double  taxation.  There  is  some- 
thing in  the  legislative  mind  which  recognizes  that  if  one  taxpayer 
is  being  taxed  twice  while  the  majority  of  men  similarly  situated 
are  being  taxed  only  once,  by  the  same  tax,  something  wrong  or 
inequitable  is  being  done  which,  other  things  being  equal,  the  legis- 
lator should  correct  if  he  can.  In  my  experience  with  legislative 
bodies  I  have  found  that  you  can  accomplish  more  for  equity  and 
justice  in  taxation  in  the  name  of  eliminating  or  preventing  double 
taxation,  than  with  any  other  slogan  or  appeal. 

Another  fact  is  worth  noting,  which  the  European  experience 
has  brought  to  light.  Much  double  taxation  is  caused  not  by  unfair 
treatment  of  the  foreigner,  but  by  unfair  and  thoughtless  treatment 
of  the  citizen  by  his  own  state  or  country.  ISIore  double  taxation 
of  the  unjust  variety  is  inflicted  upon  the  taxpayer  by  his  own  gov- 
ernment than  by  foreign  governments.  This  is  true  both  theoreti- 
cally and  practically.  More  relief  from  double  taxation  can  be 
given  to  your  own  nationals  than  you  can  give  to  aliens. 

The  explanation  is  simple,  f^very  state  insists  upon  taxing  the 
non-resident  alien  who  derives  income  from  sources  within  that 
country,  and  rightly  so,  at  least  inevitably  so.  Now,  then,  in  due 
course  of  time,  citizens  of  the  home  state  inevitably  invest  abroad 
and  derive  income  from  foreign  sources.  The  average  state  refuses 
to  acknowledge  in  this  situation  the  right  of  its  own  citizen  to  a 
proper  exemption  on  income  derived  from  foreign  sources.  It  in- 
sists upon  taxing  income  at  source  or  at  origin  when  earned  by  the 
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non-resident  or  the  foreigner.  It  adopts  this  attitude  as  a  principle. 
But  it  refuses  to  recognize  when  one  of  its  own  citizens  or  nationals 
gets  income  from  a  foreign  source  that  he  inevitably  will  be  taxed 
abroad.  As  a  necessary  corollary  of  the  principle  of  taxing  at 
source  or  origin  which  it  has  adopted,  the  home  state  owes  an 
exemption  of  some  kind  to  its  own  citizen  or  resident  who  derives 
income  from  a  foreign  source  or  sources. 

In  the  midst  of  the  war,  when  the  financial  burden  upon  the 
United  States  was  greater  than  it  had  ever  been.  I  proposed  to  the 
Congress  that  we  should  recognize  the  equities  which  I  have  just 
noted,  b}-  including  in  the  federal  income  tax  the  so-called  credit 
for  foreign  taxes  paid,  by  which  an  American  deriving  income 
from  a  foreign  source  and  taxed  thereon  could  credit  the  foreign 
tax  against  the  American  tax  dollar  for  dollar  with  due  safeguards 
which  prevented  the  abuse  of  that  privilege.  I  had  no  notion, 
ladies  and  gentlemen,  when  I  proposed  it,  that  it  would  ever  re- 
ceive serious  consideration.  I  expected  it  to  be  turned  down  with 
the  reply  which  I  have  received  so  often  from  legislative  com- 
mittees :  ■'  Oh,  yes.  Doctor,  that  is  pretty  good,  but  the  finances 
won't  permit  it."  But  to  my  surprise,  the  credit  for  foreign  taxes 
was  accepted  and  approved,  because  it  touched  the  equitable  chord 
or  sense,  and  because  double  taxation  under  the  heavy  war  rates 
might  not  only  cause  injustice  but  the  actual  bankruptcy  of  the 
taxpayer. 

Equity  in  taxation  is  not  always  clear  and  plain.  I  see  my  own 
equities  through  a  telescope,  but  the  other  fellow's  equities  through 
a  microscope.  This  is  true  of  me  and  you  as  well  as  the  legislator. 
But  the  worst  forms  of  double  taxation  are  clearly  and  plainly  in- 
equitable. They  constitute  the  opening  wedge  and  by  driving  them 
home  continuously  into  the  consciousness  of  legislative  bodies,  a 
very  great  deal  can  be  accomplished  to  put  our  tax  systems  on  a 
fairer  and  more  appealuig  basis. 

The  subject  of  double  taxation  is  rather  prosaic.  It  is  not  dra- 
matic or  thrilling,  and  I  shall  not  try  to  endow  it  with  a  fictitious 
interest.    I  leave  the  subject  with  you  then  with  this  one  moral : 

The  European  movement  to  eliminate  double  taxation  has  reached 
the  practical  stage.  It  is  getting  results  in  and  for  Europe.  It  is 
expedient,  apart  from  other  considerations,  for  the  United  States  to 
find  an  acceptable  and  unobjectionable  way  of  getting  into  the 
European  game.  To  do  so  will  require  additional  federal  legisla- 
tion. I  hope  that  if  the  opportunity  presents  itself,  you  will  assist 
in  getting  that  legislation. 

Ch.mrm.\x  Bullock:  Doctor  Adams'  subject  is  one  which  is 
more  or  less  closely  related  to  the  subject  that  is  to  be  treated  by 
the  next  speaker,  and  unless  there  is  some  objection,  I  will  not  call 
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for  discussion  of  this  paper  at  this  time,  but  will  reserve  such  dis- 
cussion until  we  have  heard  the  second  speaker.  Before  introduc- 
ing that  speaker,  however,  there  are  certain  announcements  which 
President  Graves  wishes  to  make. 

President  Graves:  There  are  plenty  of  seats  up  this  way  for 
you  who  are  seeking  seats.  It  may  be  an  item  of  interest  to  know 
that  while  delegates  are  still  registering,  the  Secretary  has  regis- 
tered 694,  representing  43  different  states. 

Philip  Zoercher  (Indiana)  :  How^  many  Canadian  provinces? 

President  Graves  :  Three,  and  Porto  Rico.  Some  confusion  has 
existed  about  the  trip  to  Ausable  Chasm.  Unfortunately  the  tickets 
which  the  association  had  were  mislaid  or  lost.  A  new  supply  has 
been  obtained.  Any  one  wishing  to  make  the  trip  through  Ausable 
Chasm  should  apply  at  the  registration  desk  for  tickets.  If  you 
have  your  own  motor  vehicle  you  can  travel  in  it,  or  the  transpor- 
tation committee,  consisting  of  Mr.  Dinneen,  Mr.  Seilheimer  and 
Mr.  Donnan,  will  furnish  you  free  transportation  to  the  chasm. 

I  have  been  asked  several  questions  about  the  dinner  tomorrow 
night.  They  first  relate  to  the  cost  of  it.  There  will  be  no  cost 
to  guests  of  this  hotel  or  to  persons  sent  to  other  hotels  but  who 
obtained  meals  here.  Your  regular  dinner  ticket  tomorrow  night 
entitles  you  to  this  dinner  without  extra  charge.  If  there  are 
others  who  wnsh  to  attend,  the  charge  w'ill  be  three  dollars.  You 
should  be  in  your  seats  at  the  dinner  not  later  than  six-thirt}'.  If 
you  are  later  than  that  you  are  apt  to  miss  a  course.  The  broad- 
casting commences  promptly  at  seven-thirty  and  will  continue  for 
one  hour:  I  have  been  asked  about  the  style  of  dress  for  the  dinner. 
Any  form  of  dress  wnll  go — a  business  suit,  flannels,  or  your  dinner 
coat  or  what  not.  I  presume  there  will  be  more  people  in  business 
suits  and  flannels  than  in  dinner  coats.  You  can  put  on  the  best 
clothes  you  have  with  you,  or  the  poorest  ones.  You  will  be  wel- 
come and  you  will  find  plenty  of  people  dressed  as  you  are. 

A  Xew  York  Central  Railroad  representative  will  be  at  the  regis- 
tration desk  tomorrow  morning  to  look  after  your  transportation. 

Chairman  Bullock  :  Our  next  paper  is  the  report  of  the  Com- 
mittee on  Reciprocity  in  Inheritance  Taxation,  and  I  have  great 
pleasure  in  introducing  Honorable  Franklin  S.  Edmonds  of  Penn- 
sylvania, chairman  of  the  committee. 

Franklin  S.  Edmonds  (Pennsylvania)  :  May  I  first  make  an 
announcement  that  the  Committee  on  Resolutions  will  meet  imme- 
diately upon  the  adjournment  of  this  evening's  session  in  the  right- 
hand  corner  of  this  room. 
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RECIPROCITY  IN  INHERITANCE  TAXATION 

Report  of  Committee  of  the  National  Tax  Association 

franklin  s.  edmonds,  chairman 

Reciprocity  as  applied  to  interstate  inheritance  taxation  is  a  child 
of  this  association.  In  1925  the  Conference  of  the  National  Tax 
Association  at  New  Orleans  adopted  the  following  resolution : 

"  KesolzTd,  that  the  Eighteenth  National  Tax  Conference 
hereby  endorses  the  plan  of  reciprocal  legislation  with  refer- 
ence to  taxes  on  the  intangible  personal  property  of  non-resident 
decedents,  and  commends  to  the  various  state  legislatures  of 
those  states  which  impose  such  taxes  the  consideration  of  this 
plan  as  a  feasible  method  of  ultimately  attaining  the  abolition 
of  what  has  been  found  to  be  an  inequitable  and  wasteful 
method  of  taxation." 

At  the  next  tax  conference,  in  1926,  in  Philadelphia,  a  similar 
resolution  was  adopted,  and  at  the  same  time  the  association  was 
requested  to  appoint  a  committee  for  the  purpose  of  conducting  an 
investigation  of  the  possibilities  of  the  extent  of  these  reciprocal 
inheritance-tax  laws  to  states  other  than  those  at  present  adminis- 
tering such  laws,  such  committee  to  consist  of  such  number  of 
members  and  such  persons  as  the  association  may  determine. 

The  association  appointed  a  committee  of  nine,  and  that  com- 
mittee presented  its  first  report  at  Toronto,  a  second  report  at 
Seattle,  and  presents  its  third  report  tonight. 

Without  endeavoring  in  any  way  to  read  all  of  the  manuscript 
that  is  in  my  hands,  I  want  to  direct  your  attention  to  the  situation 
at  the  time  the  National  Tax  Association  directed  the  attention  of 
the  tax-wise  people  to  the  importance  of  some  method  of  avoiding 
the  duplicate  overlapping  taxes  upon  inheritances  with  reference  to 
non-residents.  Recently,  I  read  a  statement  which  Professor  Hun- 
ter, now  editor  of  our  Bulletin,  wrote  eight  years  ago  and  to  which 
I  would  again  like  to  call  his  attention : 

'■  Extract  from  article  entitled  '  The  Inheritance  Tax '  by 
M.  H.  Hunter,  Assistant  Professor  of  Economics,  University 
of  Illinois,  reprinted  in  the  Annals  of  the  American  Academy 
of  Political  and  Social  Science  in  May,  1921,  from  a  special 
volume  on  '  Taxes  and  Public  Expenditures.' 

"  Many  states  levy  the  inheritance  tax  upon  the  basis  of  situs 
of  the  real  estate  and  upon  the  personal  property  of  individuals 
living  within  the  state.  Some  states  go  further  and  impose  the 
tax  upon  the  shares  of  stock  of  a  domestic  corporation,  while 
some  go  still  further  and  levy  the  tax  upon  such  shares  of  stock, 
although  owned  bv  a  non-resident  of  the  state.     Some  states 
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even  tax  shares  of  stocks  and  bonds  at  their  physical  location, 
for  example,  shares  of  stock  or  bonds  deposited  in  a  bank  for 
safekeeping,  no  matter  where  the  residence  of  the  owner.  In- 
debtedness has  also  been  used  as  a  base  for  the  levy— that  is, 
bonds  would  be  taxed  in  the  state  from  which  issued  no  matter 
where  the  owner  lived  or  died. 

"The  complexity  that  arises  from  these  diverse  methods  of 
levying  the  tax  by  more  or  less  competing  jurisdictions  can 
easily  be  imagined.  Two,  three,  four,  and  even  more  taxes 
may  be  collected  from  one  estate,  the  injustice  of  which  is  at 
on^ie  evident.  Suppose  an  individual  dies  in  State  A.  who  was 
a  citizen  of  State  B,  and  who  owned  $100,000  in  bonds  of  a 
corporation  chartered  in  State  C.  the  actual  property  of  which 
was  located  in  State  D,  while  the  bonds  were  in  a  safety-box 
in  State  E.  The  inheritance  tax  law  of  State  A,  taxes  the 
property  of  every  decedent  of  the  state;  B,  that  of  every 
citizen;  C,  the  bonds  of  corporations  chartered  within  the 
state;  D,  the  property  where  located,  while  E  taxes  the  secur- 
ities at  their  situs.  Under  these  conditions  the  Ijonds  would 
bear  the  tax  rate  in  force  in  each  of  the  states.  A  case  as 
extreme  as  this  would,  of  course,  seldom  occur,  yet  examples 
of  double  and  triple  taxes  upon  one  estate  may  easily  be  found. 
"  The  chaotic  condition  of  our  inheritance-tax  laws  is  far 
from  satisfactory.  The  expense  and  delay  in  settling  estates  is 
often  increased  many  fold,  while  the  decisions  of  the  courts 
have  become  so  numerous  and  so  hair-splitting  as  to  add  greatly 
to  the  complexity  of  the  situation.  The  instability  of  legislation 
in  the  different  states,  moreover,  is  not  conducive  to  the  com- 
fort of  investors.  Nineteen  states  modified  their  inheritance-tax 
laws  in  1919.  The  law  in  the  state  of  New  York  has  been 
amended  more  than  forty  times.  One  never  knows  what  may 
be  the  condition  a  few  years  hence.  While  no  single  state  may 
impose  an  excessive  burden  upon  estates,  yet  the  piling  up  of 
double  and  multiple  taxation  may  develop  an  excessive  burden 
which  may  even  necessitate  a  dismemberment  of  the  property 
in  order  to  be  able  to  pay  the  tax. 

"  As  much  as  it  is  desired  to  better  the  situation,  a  remedy 
seems  far  to  seek.  Some  uniform  system  which  would  elimi- 
nate double  taxation  would  be  the  logical  solution.  To  secure 
cooperation  among  the  states,  each  with  its  own  selfish  interests 
paramount,  to  the  end  of  a  uniform  method  of  inheritance 
taxation,  is  too  much  to  hope  for." 

That  was  in  1921.  In  1925  at  a  conference  between  the  tax 
commissions  of  New  York,  Massachusetts,  Connecticut  and  Penn- 
svlvania,  it  was  decided  that  these  commissions  would  recommend 


202  NATIONAL  TAX  ASSOCIATION 

to  their  respective  legislatures  the  enactment  of  such  an  amend- 
ment to  the  various  transfer  inheritance  tax  laws  as  would  provide 
that  the  enacting  state  would  not  collect  transfer  taxes  against  the 
intangible  personal  property  of  non-resident  decedents  of  those 
states  which  reciprocally  would  not  tax  transfers  in  the  form  of 
intangible  personal  property  of  the  decedents  of  the  enacting  states. 
Those  four  states  in  1925  enacted  reciprocity,  and  the  New  York 
bill  was  passed  first  in  March,  1925.  and  became  operative  July  1. 
1925.  The  Pennsylvania  act  became  operative  from  the  date  of  the 
approval  by  the  Governor,  IMay  14,  1925,  and  consequently  is  the 
pioneer  legislation  on  that  subject. 

By  the  end  of  that  year,  therefore,  there  was  reciprocity  not  only 
between  these  four  states  but  also  with  Florida,  Alabama,  Nevada 
and  the  District  of  Columbia,  which  had  no  inheritance  tax,  and 
Georgia,  Vermont,  Rhode  Island  and  Tennessee  which,  while  they 
had  inheritance  taxes,  did  not  tax  the  intangible  personal  property 
of  non-resident  decedents.  Eleven  states,  therefore,  and  the  Dis- 
trict of  Columbia  were  in  the  movement  that  year. 

In  1926,  New  Jersey,  which  is  the  mother  state  of  many  large 
corporations  and  was  most  important  in  the  development  of  the 
movement,  repealed  all  taxes  on  the  intangible  personal  property  of 
non-resident  decedents. 

In  1927,  Massachusetts,  Colorado  and  Delaware  repealed  all  taxes 
on  the  intangible  personal  property  of  non-resident  decedents;  and 
Maine,  New  Hampshire,  Maryland,  Oregon,  Ohio,  California  and 
Illinois  enacted  reciprocity  statutes.  Georgia,  which  had  previously 
not  taxed  the  intangible  personal  property  of  non-resident  dece- 
dents, levied  a  tax  upon  such  property  Init  with  a  reciprocal  pro- 
vision. 

In  this  year,  reciprocity  with  New  York  was  temporarily  inter- 
rupted as  a  result  of  a  decision  of  the  New  York  Court  of  Appeals 
in  Smith  v.  Longhman  et  al.,  which  held  a  flat-rate  tax  on  property 
in  New  York  State,  owned  by  a  non-resident  decedent,  to  be  un- 
constitutional, and  this  decision  was  held  by  the  Attorney  General 
of  New  York  State  to  carry  down  reciprocity  with  it. 

In  1928,  Virginia  repealed  all  taxes  on  the  intangible  personal 
property  of  non-resident  decedents.  Mississippi  enacted  reciprocity, 
and  New  York  re-enacted  reciprocity  definitely  after  ]\larch  12. 
1928,  and  retroactively  to  July  1st,  1925,  under  certain  conditions. 
In  the  same  year,  the  Province  of  Ontario  in  the  Dominion  of 
Canada  enacted  reciprocity,  not  only  with  reference  to  the  other 
provinces  of  the  dominion,  but  also  with  reference  to  the  states  of 
the  United  States;  similarly  the  Territory  of  Yukon  in  the  Dominion 
of  Canada,  which  should  have  been  included  in  last  year's  report  as 
its  enactment  dates  in  1928. 

In    1929.    the    movement    has    had    alnnulant    success.      Fourteen 
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states,  namely,  Arkansas.*  Idaho,  Indiana,  Iowa,  Michigan,  Mis- 
souri, New  Mexico,  North  Carolina,  South  Carolina,  Texas,  Wash- 
ington. West  Virginia,  Wisconsin  and  Wyoming,  have  enacted 
reciprocity;  also  the  Territory  of  Hawaii.  The  great  success  which 
has  attended  the  campaign  for  reciprocity  during  the  current  year 
seems  to  indicate  that  in  a  short  time  the  duplicate  taxation  of  in- 
heritances by  the  states  will  be  abandoned  absolutely.  At  the 
present  time,  thirty-seven  states,  the  District  of  Columbia,  the 
Territory  of  Hawaii,  the  Province  of  Ontario  of  the  Dominion  of 
Canada,  and  the  Territory  of  the  Yukon,  have  cooperated  in  this 
movement  to  abolish  double  inheritance  taxes,  leaving  but  eleven 
states,  these  chiefly  of  the  west. 

It  is  interesting  to  note  that  the  entire  Union  east  of  the  ^Slissis- 
sippi  River,  except  the  State  of  Kentucky,  is  in  the  movement. 

Turning  to  statistics,  it  is  interesting  to  note  that  assuming  that 
the  population  of  the  United  States  is  105,000,000.  as  it  was  in  the 
census  of  1920.  91,398,578  may  now  die  peacefully  with  the  assur- 
ance that  there  will  be  no  duplicate  taxation  by  the  states  upon  the 
intangible  assets  of  their  estates. 

This  was  not  the  first  suggestion  of  the  idea  of  reciprocity  along 
this  line.  In  1907,  1908,  1909  and  1911,  there  was  a  movement  in 
which  several  states  participated.  They  made  their  offer,  hoping 
that  other  states  would  accept  the  oft'er.  and  then  when  other  states 
did  not  accept  the  offer,  they  repealed  their  reciprocal  legislation. 
The  difference  between  the  1907  movement  and  the  1925  movement 
is,  frankly,  the  addition  of  this  Association  which,  by  its  programs 
and  by  its  literature,  has  helped  to  educate  the  taxing  public  along 
this  line. 

We  must  acknowledge,  however,  that  other  associations  have 
rendered  a  most  valuable  assistance.  The  Chamber  of  Commerce 
of  the  United  States  submitted  a  referendum  to  its  more  than  two 
thousand  branch  chambers  throughout  the  country,  and  when  the 
idea  of  reciprocity  was  approved  by  over  95  per  cent  of  the  cham- 
bers of  commerce  voting,  it  then  placed  the  subject  of  reciprocity 
on  its  program,  and  every  year  since,  the  Chamber  of  Commerce 
of  the  United  States  at  its  spring  meeting  had  sent  forth  a  new 
pronouncement  on  the  subject. 

I  read  the  resolution  that  was  adopted  in  May,  1929: 

"  Businessmen's  organizations,  both  commercial  organiza- 
tions and  trade  associations,  have  been  turning  their  attention 
actively  to  the  problems  of  state  and  local  taxation  and  all 
government  activities  w'hich  have  results  in  taxation.  These 
sources  have  all  contributed  signally  to  the  cause  of  good  gov- 
ernment.    Such  progress  has  now  been  made  in  reducing  the 

*  The  Statute  of  Arkansas  provides  for  reciprocity  in  a  qualified  form. 
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earlier  chaos  as  to  the  taxation  of  intangible  personal  property 
under  inheritance-tax  laws  that  a  majority  of  the  states  have 
enacted  the  statute  for  reciprocity  and  exemption  of  intangible 
personalty  of  non-resident  decedents,  or  have  given  entire  ex- 
emption for  such  property." 

It  is  especially  timely  for  business  organizations  in  the  states  to 
urge  the  adoption  of  the  statute  for  reciprocity.  The  American 
Bankers  Association,  the  Investment  Bankers  Association,  and  a 
number  of  other  associations  that  deal  with  investments  have  given 
powerful  help  in  bringing  about  a  proper  understanding  of  the 
question. 

I  want  now  to  direct  your  attention  to  the  fact  that  there  are 
eleven  states  which  are  now  invited  most  cordially  to  join  in  this 
movement.  So  far  as  Louisiana  and  Nebraska  are  concerned,  it 
would  require  a  very  slight  change  in  their  existing  laws.  As  a 
matter  of  fact,  in  the  practical  administration  of  their  laws,  these 
two  states  do  not  engage  in  the  practice  of  duplicate  taxation  of 
assets  over  which  they  may  obtain  jurisdiction,  but  they  have  not 
yet  enacted  the  reciprocity  statute,  and  until  they  formally  place 
themselves  in  the  position  to  accept  the  offer  of  the  other  states, 
they  are  really  withholding  from  their  own  citizens  the  privilege 
which  the  reciprocity  movement  involves.  We  have  strong  hopes 
that  next  year  these  two  states  will  be  ready  to  join  in  the  move- 
ment. 

Then  there  are  the  nine  states,  Arizona,  Kansas,  Kentucky, 
Minnesota,  Montana,  North  Dakota,  Oklahoma,  South  Dakota  and 
Utah.  In  several  of  those  states  reciprocity  was  considered  at  the 
spring  session  of  the  general  assemblies.  In  some  of  them  bills 
were  introduced.  In  most  cases  the  objection  was  financial,  namely, 
that  it  meant  the  loss  of  a  certain  revenue  to  the  state,  which,  while 
small,  could  not  be  easily  replaced.  In  order  to  assist  the  represen- 
tatives of  those  states,  who  are  keenly  in  favor  of  the  principle  of 
reciprocity  but  as  a  fiscal  matter  are  not  yet  prepared  to  recommend 
it  to  their  citizens.  I  want  to  read  a  careful  statement  that  has  been 
prepared  by  Seth  T.  Cole  of  the  Bureau  of  Law  of  the  New  York 
Tax  Commission,  showing  the  ways  in  which  the  loss  of  revenue 
through  reciprocity  would  be,  to  a  certain  extent,  cured: 

"  The  loss  of  revenue  to  the  state  would  be  offset  in  two 
ways:  first,  the  state  in  resident  estates  would  receive  a  tax  on 
the  full  value  of  stock  in  foreign  corporations  which  were  in- 
corporated in  reciprocal  states.  At  present  under  the  decision 
in  Frick  v.  Pcnnsylz'ania.  268  United  States,  p.  473,  there  must 
be  a  deduction  from  the  value  of  said  stock  of  taxes  paid  to  the 
states  of  incorporation.  This,  of  course,  would  only  apply  to 
the  states  which  are  reciprocal  and  would  not  apply  to  the 
states  which  tax  intangibles  of  non-residents. 
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"  Second,  in  a  state,  which  has  a  law  similar  to  New  York, 
designed  to  take  up  the  80  per  cent  under  the  federal  estate  tax 
act,  and  providing  for  the  deduction  of  taxes  paid  to  the  for- 
eign states,  the  state  imposing  such  tax  would  directly  benefit 
because  it  would  receive  the  tax  which  would  otherwise  be  paid 
to  the  non-resident  state,  and  would  be  allowed  as  a  deduction. 
Again,  this  would  only  be  true  in  the  reciprocal  states  and  not 
in  the  states  which  do  not  tax  the  intangibles  of  non-residents." 

A  careful  study  of  the  fiscal  returns  of  these  states  indicates  that 
the  figures  involved  are  not  great.  The  Attorney  General  of  Minne- 
sota submitted  to  the  legislative  committee  a  statement  covering  the 
collections  of  the  past  five  years,  indicating  that  in  the  state  of 
Minnesota  it  meant  a  loss  in  revenue,  if  they  entered  into  reciproc- 
ity, of  approximately  $50,000  a  year.  The  committee  decided,  ap- 
parently judging  from  the  results,  that  it  could  not  afford  that  loss. 
But  I  want  to  call  the  attention  of  my  friends  from  Minnesota  to 
the  fact  that  recently  one  of  their  strong  corporations  re-incor- 
porated in  the  State  of  Delaware  and  surrendered  its  Minnesota 
charter.  Why  did  it  do  so?  I  fancy  it  was  actuated  in  part  by 
precisely  the  same  reasons  as  actuated  the  Texas  Oil  Company 
when  it  surrendered  its  Texas  charter,  namely,  the  complaints  that 
came  from  its  stockholders,  who  were  non-residents,  that  the  diffi- 
culties over  transfers  of  stock  were  so  great  that  they  believed  it 
would  add  to  the  value  of  their  stock  if  their  investment  was  in  a 
company  that  was  chartered  in  one  of  the  reciprocal  states.  The 
states  should  consider  whether  the  non-resident  investor  receives  a 
square  deal  in  a  non-reciprocal  state,  and  the  investor  himself  also 
has  an  opinion  upon  that  subject.  My  own  private  feeling  is  that 
it  would  be  well  for  the  economic  development  of  all  of  these  states 
to  consider  whether  the  increase  in  revenue,  pointed  out  by  Mr. 
Cole's  statement,  would  not  be  sufficient,  plus  the  moral  advantages, 
to  more  than  make  up  for  the  decrease  in  revenue  that  came  from 
abolishing  the  tax. 

Under  the  present  analysis  of  the  states  of  the  Union,  we  have 
three  states  and  the  District  of  Columbia  that  impose  no  inheritance 
tax;  we  have  eight  that  impose  no  tax  on  the  intangible  personal 
property  of  non-residents ;  we  have  twenty-six  that  have  enacted 
reciprocity.  The  large  majority  of  those  states  have  enacted  the 
model  form  of  statute  recommended  by  the  National  Tax  Associa- 
tion. Some  have  not  done  so.  Such  states  as  California,  Ohio  and 
Oregon  apply  reciprocity  to  the  other  reciprocity  states,  but  not  to 
the  states  which  have  no  inheritance  taxes,  or  in  some  cases  to  the 
states  which  do  not  tax  the  intangibles  of  non-resident  decedents. 

We  of  the  committee  feel  that  it  is  w-orth  while  to  have  the  uni- 
form statute,  because  unquestionably  there  will  in  time  grow  up  a 
body  of  law  around  this  subject,  and  it  is  worth  while  for  the  pur- 
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poses  of  simplification  to  have  that  body  of  law  as  uniform  as  pos- 
sible, as  it  would  be  if  based  upon  a  uniform  statute.  At  the  same 
time,  we  recognize  very  clearly  that  every  state  has  the  right  to 
determine  its  own  degree  of  acceptance  of  the  plan.  We  in  Penn- 
sylvania in  1925  adopted  originally  a  modified  form  of  reciprocity. 
It  was  because  we  did  not  have  the  advantages  of  Air.  Cole's  model 
statute  at  that  time.  It  had  not  yet  been  framed.  But,  at  the  last 
session  of  our  General  Assembly,  we  enacted  the  model  form  of 
statute  because  we  felt  that  it  was  worth  while  to  bring  ourselves 
in  harmony  with  the  general  movement  throughout  the  country. 

I  want  to  ask,  therefore,  the  delegates  from  those  states  which 
have  adopted  a  modified  form  of  statute  to  consider  the  advisability, 
as  time  goes  on,  and  when  sentiment  is  ready  for  it,  to  bring  them- 
selves into  general  harmony  with  the  spirit  of  the  movement. 

A.  S.  Cody  (Mississippi):  If  you  will  permit  just  a  statement: 
Mississippi  has  now  to  prepare  a  new  code  and  is  using  the  stand- 
ard form. 

Mr.  Edmonds:  Fine,  sir;  and  that  is  precisely  the  kind  of  state- 
ment I  am  glad  to  be  interrupted  for. 

Wallis  G.  Rowe,  vice-president  of  the  St.  Louis  Union  Trust 
Company,  who  has  been  a  member  of  the  committee  since  its  organ- 
ization, died  suddenly  at  Spring  Lake,  Xew  Jersey,  in  the  latter 
part  of  July,  1929.  Mr.  Rowe  was  born  in  Afton,  New  York,  in 
1867,  and  was  graduated  from  Yale  University  in  1897.  He  taught 
school  in  New  York  State  and  then  went  to  St.  Louis  as  teacher  of 
mathematics  in  Smith  Academy.  Later,  he  took  a  position  with  the 
St.  Louis  Union  Trust  Company,  where  he  received  well-merited 
advancement  until  he  became  vice-president  in  charge  of  trusts. 
Mr.  Rowe  gave  zealous  service  to  the  cause  of  reciprocity.  He  first 
directed  attention  to  the  peculiarities  of  the  Missouri  law  in  the  settle- 
ment of  non-resident  estates,  and  organized  a  powerful  committee 
of  business  men  who  took  charge  of  the  campaign  for  reciprocity  in 
that  jurisdiction.  As  already  reported,  his  work  was  thoroughly 
successful,  and  the  committee  desires  to  record  its  deep  sense  of 
appreciation  of  his  public  spirit,  integrity  and  high  resolve;  and 
also  to  record  its  grateful  thanks  at  the  opportunity  to  have  served 
with  a  man  of  such  high  character,  personal  charm  and  civic  pa- 
triotism. 

In  conclusion,  the  committee  does  not  present  a  resolution  asking 
for  continuance  of  the  committee.  In  the  development  of  the  work 
of  the  committee,  several  other  tax  corridors  have  opened  which  we 
feel  should  be  explored.  They  are  somewhat  broader  in  their  pur- 
view than  is  the  scope  of  this  committee.  Questions  have  been 
raised  with  reference  to  improvements  in  the  general  method  of 
probate  of  the  wills  of  non-residents,  and  other  questions  of  that 
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kind;  and  after  careful  consideration  the  committee  has  instructed 
me  to  say  that  it  is  unanimously  in  favor  of  the  spirit  of  the  reso- 
lution which  was  offered  by  Dr.  Bullock  this  afternoon,  providing 
for  a  committee  upon  "  reciprocity  and  uniformity  in  state  taxing 
legislation,"  which,  with  a  broader  scope,  we  hope,  will  be  able  to 
carry  on  this  work  until  it  can  be  reported  that  all  the  states  have 
united  in  this  effective  movement  for  cleaning  house  of  taxing  evils. 

Raymond  H.  Berry 

Chester  C.  Bolton 

Mark  Graves 

Henry  F.  Long 

Ray  L.  Riley 

James  L.  Sayler 

J.  T.  White 

Franklin  S.  Edmonds.  Chairman. 

appp:xdix 

COMPILED  BY   SETH   T.   COLE,   ESQ. 
Bureau  of  Law,   Xew  York   State  Tax  Commission 

There  are  at  the  present  time  (September  10.  1929)  thirty-six 
states,  the  District  of  Columbia,  one  territory  of  the  United  States, 
one  Canadian  province  and  one  Canadian  territory  which  partici- 
pate in  reciprocity  in  the  exemption  from  taxation  of  intangible 
personal  property  for  death-tax  purposes.  Of  this  number  twelve 
states  and  the  District  of  Columbia  are  reciprocal  by  reason  of  the 
fact  that  they  do  not  tax  intangible  personal  property  of  non- 
residents, either  because  they  have  no  death-tax  laws  or  because 
their  death-tax  laws  do  not  tax  the  intangible  personalty  of  non- 
residents. South  Carolina  will  join  the  reciprocal  group  on  January 
1.  1930,  by  virtue  of  recent  legislation. 

The  jurisdictions  which  have  reciprocal  exemption  statutes  are 
here  classified  into  groups. 

Group  one  is  composed  of  jurisdictions  which  grant  reciprocity 
where  the  jurisdiction  of  residence  of  the  decedent  either  does  not 
tax  intangibles  of  deceased  non-residents  or  where  its  law  contains 
a  reciprocal-exemption  provision.  The  states  in  this  group  are  as 
fol'ows : 

California  Michigan  South  Carolina 

Idaho  Missouri  Texas 

Illinois  New  Hampshire  Washington 

Iowa  New  York  West  Virginia 

Maine  North  Carolina  Wyoming 

Maryland  Pennsylvania 
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The  territory  of  Hawaii  and  the  Canadian  province  of  Ontario  are 
also  in  this  group.  The  jurisdictions  in  this  group  have  in  substance 
adopted  the  model  reciprocal  provision  contained  in  the  report  of 
the  national  committee  on  inheritance  taxation  to  the  national  con- 
ference on  estate  and  inheritance  taxation  held  at  New  Orleans, 
La..  November  10.  1925. 

Group  two  is  composed  of  jurisdictions  whose  laws  provide  that 
intangibles  of  non-residents  shall  not  be  taxable  if  a  like  exemption 
to  residents  of  such  jurisdictions  is  granted  by  the  laws  of  the  juris- 
diction of  residence.  The  effect  of  these  laws  is  the  same  as  of 
those  of  the  jurisdictions  contained  in  group  one.  These  jurisdic- 
tions are : 

Georgia  New  Mexico  Wisconsin 

Mississippi  Oregon 

The  Canadian  territory  of  Yukon  is  also  embraced  in  this  classifi- 
cation. 

Group  three  is  composed  of  jurisdictions  which  are  reciprocal  to 
jurisdictions  whose  laws  contain  reciprocal  provisions.  The  states 
in  this  group,  however,  are  reciprocal  with  jurisdictions  which  have 
death-tax  laws  but  do  not  tax  intangible  personal  property  of  non- 
resident decedents.  The  states  of  Ohio  and  Indiana  compose  this 
group. 

Group  four  is  composed  of  one  jurisdiction  which  is  reciprocal 
with  respect  to  certain  specified  kinds,  but  not  all  kinds,  of  intan- 
gible personal  property.  This  jurisdiction  is  net  reciprocal  with 
jurisdictions  which,  as  a  condition  for  reciprocity,  require  that  the 
state  of  residence  of  the  decedent  shall  impose  no  death  taxes  upon 
any  kind  of  intangible  personal  property  of  decedents  who  are  resi- 
dents of  such  jurisdictions.  The  state  of  Arkansas  comprises  this 
group. 

Of  the  above  jurisdictions  the  following  under  their  statutes  may 
enjoy  reciprocity  with  foreign  countries: 

Arkansas  New  Hampshire  Pennsylvania 

Hawaii  New  Mexico  South  Carolina 

Indiana  New  York  Texas 

]\Iaryland  Ohio  West  Virginia 

Michigan  Ontario  Wyoming 

Missouri  Oregon  Yukon 

Jurisdictions  which  by  their  statutes  may  be  reciprocal  with  terri- 
tories of  the  United  States  are : 
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Arkansas 

Maryland 

Pennsylvania 

California 

]\Iichigan 

South  Carolina 

Hawaii 

Missouri 

Texas 

Idaho 

Ohio 

Washington 

Illinois 

New  Hamp: 

shire 

West  X'irginia 

Indiana 

New  York 

Wisconsin 

Iowa 

North  Caro 

lina 

Wyoming 

Maine 

Ontario 

Yukon 

Jurisdictions  which  are  not  reciprocal   with  jurisdictions  having 
no  death-tax  laws  (such  as  Florida)  are: 


California 
Indiana 


Iowa 
Ohio 


South  Carolina 
Texas 


Jurisdictions   whose   reciprocal   exemption   statutes   define   intan- 
gible personal  property  are : 


Hawaii 
Michigan  - 


New  Mexico 
New^  York' 
Ontario 


West  Virginia 
Wvoming 


Indiana's  law  defines  intangible  personal  property,  but  the  defi- 
nition is  not  contained  in  the  reciprocal  exemption  statute  of  that 
jurisdiction.  The  definition,  contained  in  Sec.  5.  paragraph  11  of 
the  Indiana  statute,  is  as  follows : 

'■  The  words  '  intangbile  personal  property.'  as  used  in  this 
act,  shall  be  taken  to  mean  incorporeal  property,  including 
money,  deposits,  shares  of  stock,  bonds,  notes,  credits,  evidences 
of  an  interest  in  property  and  evidences  of  debt." 

Group  07f^."— Composed  of  jurisdictions  which  grant  reciprocity 
where  the  jurisdiction  of  residence  of  the  decedent  either  does  not 
tax  intangibles  of  deceased  non-residents  or  where  its  law  contains 
a  reciprocal  provision.  The  statutory  provisions  of  these  jurisdic- 
tions are  as  follows : 

C.\LIFORXIA 

California  Inheritance  Tax  Act,  §  6^  : 

Sec.  63^.  The  tax  imposed  by  this  act  in  respect  of  intangible 
personal  property  shall  not  be  payable  if  the  decedent  is  a  resident 
of  a  state  or  territory  of  the  United  States  which  at  the  time  of  his 
death  did  not  impose  a  legacy  or  succession  tax  or  a  death  tax  of 
any  character  in  respect  of  intangible  personal  property  within  said 
state  or  territory  of  residents  of  this  state,  or  if  the  laws  of  the 

^  Accordiiig  to  ruling  of  ;he  taxing  autliorities. 
-  By  inference. 

14 
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state  or  territory  of  residence  of  the  decedent  at  the  time  of  his 
death  contained  a  reciprocal  provision  under  which  non-residents 
were  exempted  from  legac}'  or  succession  taxes  or  death  taxes  of 
every  character  in  respect  of  intangible  personal  property  providing 
the  state  or  territory  of  residence  of  such  non-residents  allowed  a 
similar  exemption  to  residents  of  the  state  or  territory  of  residence 
of  such  decedent.  For  the  purposes  of  this  section  the  District  of 
Columbia  shall  be  considered  a  territory  of  the  United  States 

Tkrritory  of  Hawaii 

Sec.  1400  A — Chapter  104.  Revised  Laws  of 

Hawaii  1925.  as  amended 

■'  Section  1400A.  Reciprocal  provision. — The  tax  imposed  by  this 
chapter  in  respect  of  personal  property  (except  tangible  personal 
property  having  an  actual  situs  in  this  territory)  shall  not  be  pay- 
able (1)  if  the  decedent  at  the  time  of  his  death  was  a  resident  of 
a  state  or  territory  of  the  United  States,  or  of  any  foreign  country, 
which  at  the  time  of  his  death  did  not  impose  a  transfer  tax  or 
death  tax  of  any  character  in  respect  of  personal  property  of  resi- 
dents in  this  territory  (except  tangible  personal  property  having 
an  actual  situs  in  such  state  or  territory  or  foreign  country),  or 
(2)  if  the  laws  of  the  state,  territory  or  country  of  residence  of  the 
decedent  at  the  time  of  his  death  contained  a  reciprocal  exemption 
provision  under  which  non-residents  were  exempted  from  transfer 
taxes  or  death  taxes  of  every  character  in  respect  of  personal  prop- 
erty (except  tangible  personal  property  having  an  actual  situs  there- 
in) provided  the  state,  territory  or  country  of  residence  of  such 
non-resident  allowed  a  similar  exemption  to  residents  of  the  state, 
territory  or  country  of  residence  of  such  decedent.  For  the  pur- 
poses of  this  section  the  District  of  Columbia.  Porto  Rico  and  the 
Philippine  Islands  shall  be  considered  territories  of  the  United 
States. 

The  terms  "  foreign  country  "  and  ""  country  "  as  used  herein 
shall  mean  both  any  foreign  country  and  any  political  subdivision 
thereof  and  either  of  them  in  which  the  decedent  was  domiciled  at 
the  time  of  his  death. 

For  the  purposes  of  this  section,  intangible  personal  property 
means  incorporeal  property,  including  money,  deposits  in  banks, 
mortgages,  debts,  receivables,  shares  of  stock,  bonds,  notes,  credits, 
evidences  of  an  interest  in  property  and  evidences  of  debt. 

Idaho 

Section  8.  Transfers  and  Inheritance  Tax  .\ct. 
(Ch.  243.  Laws  of  1929) 

Sec.  8.  Reciprocal  Exonptiou.  The  tax  imposed  by  this  Act  in 
respect  of  intangible  personal  property  shall  not  be  payable  if  the 
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decedent  is  a  resident  of  a  state  or  territory  of  the  United  States 
which  at  the  time  of  his  death  did  not  impose  a  legacy  or  succession 
tax  or  a  death  tax  of  any  character  in  respect  of  intangible  personal 
property  within  said  state  or  territory  of  residents  of  this  state,  or 
if  the  laws  of  the  state  of  residence  of  the  decedent  at  the  time  of 
his  death  contained  a  reciprocal  provision  under  which  non-residents 
were  exempted  from  legacy  or  succession  taxes  or  death  taxes  of 
every  character  in  respect  of  intangible  personal  property  providing 
the  state  or  territory  of  residence  of  such  non-residents  allowed  a 
similar  exemption  to  residents  of  the  state  or  territory  of  residence 
of  such  decedent.  For  the  purposes  of  this  section  the  District  of 
Columbia  shall  be  considered  a  territory  of  the  United  States. 

Illinois 

Section  1,  suhd.  5.  Par.  311,  Illinois  laws  of  1909, 
as  amended  (in  part) 

The  tax  imposed  by  this  Act  in  respect  of  personal  property  of 
non-residents  (other  than  tangible  personal  property  having  an 
actual  situs  in  this  state)  shall  not  be  payable  (1)  if  the  transferrer 
at  the  time  of  his  death  was  a  resident  of  a  state  or  territory  of  the 
United  States  which  at  the  time  of  his  death  did  not  impose  a  trans- 
fer tax  or  death  tax  of  any  character  in  respect  of  personal  property 
of  residents  of  this  state  (other  than  tangible  personal  property 
having  an  actual  situs  in  such  state  or  territory),  or  (2)  if  the  laws 
of  the  state  or  terrtory  of  residence  of  the  transferrer  at  the  time 
of  his  death  contained  a  reciprocal  provision  under  which  non- 
residents were  exempted  from  transfer  taxes  or  death  taxes  of 
every  character  in  respect  of  personal  property  (other  than  tan- 
gible personal  property  having  an  actual  situs  therein )  provided 
the  state  or  territory  of  residence  of  such  non-residents  allowed  a 
similar  exemption  to  residents  of  the  state  or  territory  of  residence 
of  such  transferrer.  For  the  purposes  of  this  section  the  District 
of  Columbia  and  possessions  of  the  United  States  shall  be  consid- 
ered territories  of  the  United  States. 

Iowa 

Subd.  6,  Section  7308.  Iowa  Code  of  1927 

6.  The  tax  imposed  by  this  chapter  in  respect  to  personal  property 
of  non-residents  (other  than  tangible  personal  property  having  an 
actual  situs  in  this  state)  shall  not  be  payable  (1)  if  the  decedent  at 
the  time  of  his  death  was  a  resident  of  a  state  or  territory  of  the 
United  States  which  at  the  time  of  his  death  did  not  impose  a  trans- 
fer tax  or  death  tax  of  any  character  in  respect  to  personal  prop- 
erty of  residents  of  this  state  (other  than  tangible  personal  property 
having  an  actual  situs  in  such  state  or  territory),  or  (2)  if  the  laws 
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of  the  state  or  territory  of  residence  of  the  decedent  at  the  time  of 
his  death  contained  a  reciprocal  provision  under  which  non-residents 
were  exempted  from  transfer  taxes  or  death  taxes  of  every  char- 
acter in  respect  of  personal  property  (other  than  tangible  personal 
property  having  an  actual  situs  therein)  provided  the  state  or  terri- 
tory of  residence  of  such  non-residents  allowed  a  similar  exemption 
to  residents  of  the  state  or  territory  of  residence  of  such  decedent. 
{3)  In  no  case  shall  the  provisions  of  this  paragraph  apply  to  the 
intangible  personal  property  of  non-resident  decedents  unless  such 
intangible  personal  property  shall  have  been  subjected  to  a  tax  or 
submitted  for  purposes  of  taxation  in  the  state  of  the  decedent's 
residence.  (4)  This  paragraph  shall  apply  only  to  estates  of  dece- 
dents dying  subsequent  to  the  effective  date  of  this  act. 

For  the  purpose  of  this  section  the  District  of  Columbia  and 
possessions  of  the  United  States  shall  be  considered  territories  of 
the  United  States. 

AIaixe 

Section  24,  Ch.  69,  Revised  Stats.  1916,  as  amended 

'Section  24.  Tax  on  intangible  personal  property  of  non-residents 
not  payable  if  state  of  decedent  does  not  impose  like  tax  on  resident 
of  this  state.  The  tax  imposed  by  section  one  shall  not  be  payable 
in  respect  of  intangible  personal  property  if  the  decedent  is  a  resi- 
dent of  a  state  or  territory  of  the  United  States  which  at  the  time 
of  his  death  did  not  impose  a  legacy  or  succession  tax  or  a  death 
tax  of  any  character  in  respect  of  intangible  personal  property 
within  said  state  or  territory  on  residents  of  this  state,  or  if  the  laws 
of  the  state  or  territory  of  residence  of  the  decedent  at  the  time  of 
his  death  contained  a  reciprocal  provision  under  which  non-residents 
were  exempted  from  legacy  or  succession  taxes  or  death  taxes  of 
every  character  in  respect  of  intangible  personal  property  providing 
the  state  or  territory  of  residence  of  such  non-residents  allowed  a 
similar  exemption  to  residents  of  the  state  or  territory  of  residence 
of  such  decedent.  For  the  purposes  of  this  section  the  District  of 
Columbia  shall  be  considered  a  territory  of  the  United  States.  The 
provisions  of  this  section  shall  apply  only  to  the  estates  of  non- 
residents who  die  after  July  first,  nineteen  hundred  twenty-eight. 

Marvl.^mj 

Section  148-A,  Art.  81.  .Annotated  Code 
of  Maryland,  edition  of  1924 

148-A.  Except  as  to  tangible  personal  property  having  an  actual 
situs  in  the  State  of  Maryland,  no  tax  on  commissions  of  exec- 
utors or  administrators  of  non-resident  decedents,  and  no  inheri- 
tance, estate,  or  death  or  transfer  tax  of  any  character,  in  respect 
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of  personal  property  (including  also  therein  mortgages  upon  real 
or  personal  property  located  within  the  State  of  Maryland)  of  non- 
resident decedents,  shall  be  payable  (a)  if  the  decedent  at  the  time 
of  his  death  was  a  resident  of  a  state  or  territory  of  the  United 
States  or  of  any  foreign  country,  which  at  the  time  of  the  distribu- 
tion, transfer  or  other  disposition  of  such  personal  property  of  such 
decedent  in  ^laryland  did  not  impose  a  transfer  tax  or  death  tax  of 
any  character  in  respect  of  personal  property  of  residents  of  this 
state  (except  tangible  personal  property  having  an  actual  situs  in 
such  state  or  territory  or  foreign  country),  or,  (b)  if  the  laws  of 
the  state,  territory  or  country  of  residence  of  the  decedent  at  the 
time  of  such  distribution,  transfer  or  other  disposition  contained  a 
reciprocal  exemption  provision  under  which  residents  of  Maryland 
are  exempted  from  transfer  taxes  or  death  tax  of  any  character  in 
respect  of  personal  property  (except  tangible  personal  property 
having  an  actual  situs  in  such  state  or  territory  or  foreign  country) 
provided  the  State  of  Maryland  allows  a  similar  exemption  to  resi- 
dents of  the  state,  territory  or  country  of  residence  of  such  dece- 
dent. For  the  purposes  of  this  section  the  District  of  Columbia 
and  possessions  of  the  United  States  shall  be  considered  territories 
ot  the  United  States.  Nothing  herein  shall  be  construed  to  subject 
to  taxation  anything  heretofore  exempt  therefrom;  and  any  and  all 
laws  or  parts  of  laws  of  Maryland  in  conflict  or  inconsistent  with 
the  provisions  of  this  Secton  148-A  are  hereby  repealed  to  the 
extent  of  such  conflict  or  inconsistency. 

]^llCHIGAX 

Section  1.  Par.  4  (in  part),  Michigan  Inheritance 
Tax  Statutes 
Secton  1.     ***** 

Provided,  however.  That  no  tax  shall  be  imposed  in  respect  of 
personal  property  (except  tangible  personal  property  having  an 
actual  situs  in  this  state),  if 

(a)  The  transferrer  at  the  time  of  the  transfer  was  a  resident 
of  a  state  or  territory  of  the  United  States,  or  of  any  foreign  coun- 
try, which  at  the  time  of  the  transfer  did  not  impose  a  transfer  tax 
or  death  tax  of  any  character  in  respect  of  personal  property  of 
residents  of  this  state  (except  tangible  personal  property  having  an 
actual  situs  in  such  state  or  territory  or  foreign  country),  or 

(b)  If  the  laws  of  the  state,  territory  or  country  of  residence  of 
the  transferrer  at  the  time  of  the  transfer  contained  a  reciprocal 
exemption  provision  under  which  non-residents  were  exempted  from 
transfer  taxes  or  death  taxes  of  every  character  in  respect  of  per- 
sonal property  (except  tangible  personal  property  having  an  actual 
situs  therein),  provided  the  state,  territory  or  country  of  residence 
of  such  non-residents  allowed  a  similar  exemption  to  residents  of 
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the  state,  territory  or  country  of  residence  of  such  transferrer.  For 
the  purposes  of  this  section  the  District  of  Columbia  and  posses- 
sions of  the  United  States  shall  be  considered  territories  of  the 
United  States.  The  term  "  foreign  country  "  and  "  country  "  as 
used  herein  shall  mean  both  any  foreign  country  and  any  political 
subdivision  therof,  and  either  of  them  of  which  the  transferrer 
was  domiciled  therein  at  the  time  of  his  death.  For  the  purposes 
of  this  section,  the  term  "  tangible  personal  property  "  shall  be  con- 
strued to  exclude  all  property  commonly  classed  as  intangible  per- 
sonal property,  such  as  money,  deposits  in  banks,  mortgages,  debts, 
receivables,  shares  of  stock,  bonds,  notes,  credits,  evidences  of  an 
interest  in  property,  evidences  of  debt  and  like  incorporeal  personal 
property. 

Missouri 

Section  561 -a.  Article  21,  Chapter  1,  Revised  Statutes 
of  Missouri  of  1919  (as  amended) 

Sec.  561 -a.  Reciprocity. — The  tax  imposed  by  this  article  in  re- 
spect of  personal  property  (except  tangible  personal  property  hav- 
ing an  actual  situs  in  this  state)  shall  not  be  payable  (a)  if  the 
transferrer  at  the  time  of  his  death  was  a  resident  of  a  state  or 
territory  of  the  United  States,  or  of  any  foreign  country,  which  at 
the  time  of  his  death  did  not  impose  a  transfer  tax  or  death  tax  of 
any  character  in  respect  of  property  ^  of  residents  of  this  state 
(except  tangible  personal  property  having  an  actual  situs  in  such 
state  or  territory  or  foreign  country),  or  (b)  if  the  laws  of  the 
state,  territory  or  country  of  residence  of  the  transferrer  at  the 
time  of  his  death  contained  a  reciprocal  exemption  provision  under 
which  non-residents  were  exempted  from  transfer  taxes  or  death 
taxes  of  every  character  in  respect  of  personal  property  (except 
tangible  personal  property  having  an  actual  situs  therein),  provided 
the  state,  territory  or  country  of  residence  of  such  non-residents 
allowed  a  similar  exemption  to  residents  of  the  state,  territory  or 
country  of  residence  of  such  transferrer.  For  the  purposes  of  this 
section  the  District  of  Columbia  and  possessions  of  the  United 
States  shall  be  considered  territories  of  the  United  States.  The 
term  "  foreign  country  ''  and  "  country  "  as  used  herein,  shall  mean 
both  any  foreign  country  and  any  political  subdivision  thereof,  and 
either  of  them  of  which  the  transferrer  was  domiciled  therein  at 
the  time  of  his  death. 

New  IL\,mpshire 

Section  29,  Ch.  7?s.  public  laws  of  1926,  as  amended 

Sec.  29.  Reciprocal  exemption. — The  tax  imposed  by  this  chapter, 
except  upon  the  transfer  of  tangible  personal  property  having  an 

3  The  word  "  personal  "  evidently  omitted  through  error. 


RECIPROCITY   IN    IMIKRITAXCK  TAXATION  215 

actual  situs  in  this  state,  shall  not  be  payable,  in  the  case  of  estates 
of  persons  deceased  subsequent  to  the  passage  of  this  act,  (a)  if  the 
non-resident  owner  at  the  time  of  his  death  was  a  resident  of  a 
state  or  territory  of  the  United  States  or  of  any  foreign  country 
which  at  the  time  of  his  death  did  not  impose  a  transfer  tax  or 
death  tax  of  any  character  in  respect  to  personal  property  of  resi- 
dents of  this  state  except  tangible  personal  property  having  an 
actual  situs  in  such  state  or  territory  or  foreign  country,  or,  (b)  if 
the  laws  of  the  state,  territory,  or  country  of  residence  of  such 
non-resident  owner  at  the  time  of  his  death  contained  a  reciprocal 
exemption  provision  under  which  non-residents  were  exempted  from 
transfer  taxes  or  death  taxes  of  every  character  in  respect  to  per- 
sonal property,  except  tangible  personal  property  having  an  actual 
situs  therein,  provided  the  state,  territory  or  country  of  residence  of 
such  non-residents  allowed  a  similar  exemption  to  residents  of  the 
state,  territory  or  country  of  residence  of  such  non-resident  owner. 
For  the  purpose  of  this  section  the  District  of  Columbia  and  posses- 
sions of  the  United  States  shall  be  considered  territories  of  the 
United  States. 

New  York 
Section  248-p.  Xew  York  tax  law 

Section  248-p.  Reciprocity. — The  tax  imposed  by  this  article  in 
respect  of  personal  property  (except  tangible  personal  property  hav- 
ing an  actual  situs  in  this  state)  shall  not  be  payable  (1 )  if  the  trans- 
ferrer is,  or  at  the  time  of  his  death  was,  a  resident  of  a  state  or 
territory  of  the  United  States,  or  of  any  foreign  country,  which  at 
the  time  of  the  transfer  did  not  impose  a  transfer  tax  or  death  tax  of 
any  character  in  respect  of  personal  property  of  residents  of  this  state 
(except  tangible  personal  property  having  an  actual  situs  in  such 
state  or  territory  or  foreign  country),  or  (2)  if  the  laws  of  the 
state,  territory  or  country  of  residence  of  the  transferrer  at  the  time 
of  the  transfer  contained  a  reciprocal  provision  under  which  non- 
residents were  exempted  from  transfer  taxes  or  death  taxes  of  every 
character  in  respect  of  personal  property  (except  tangible  personal 
property  having  an  actual  situs  therein)  providing  the  state,  terri- 
tory or  country  of  residence  of  such  non-residents  allowed  a  similar 
exemption  to  residents  of  the  state,  territory  or  country  of  residence 
of  such  transferrer.  For  the  purposes  of  this  section  the  District 
of  Columbia  and  possessions  of  the  United  States  shall  be  consid- 
ered territories  of  the  United  States.  The  terms  "  foreign  coun- 
try "  and  ■'  country  "  as  used  herein  shall  mean  both  any  foreign 
country  and  any  political  subdivision  thereof,  and  either  of  them, 
of  which  the  transferrer  was  domiciled  therein  at  the  time  of  the 
transfer.  For  the  purposes  of  this  section,  intangible  personal 
property  means  incorporeal  property,  including  money,  deposits  in 
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banks,  mortgages,  debts,  receivables,  shares  of  stock,  bonds,  notes, 
credits,  evidences  of  an  interest  in  property  and  evidences  of  debt. 

North  Carolina 

Sec.  13,  Revenue  Act  of  1929 

Sec.  13.  The  tax  imposed  by  this  article  in  respect  to  personal 
property,  except  tangible  personal  property  having  an  actual  situs 
in  this  State,  shall  not  be  payable. 

(a)  If  the  transferrer  or  decedent,  at  the  time  of  death,  was  a 
resident  of  a  State  or  Territory  of  the  United  States,  other  than 
this  State,  which  did  not  impose  a  transfer,  estate,  or  death  tax  of 
any  character  in  respect  to  the  personal  property  of  residents  of  this 
State  (except  tangible  personal  property  having  an  actual  situs  in 
such  State  or  Territory). 

(b)  Or  if  the  laws  of  the  State  or  Territory,  other  than  this  State, 
of  the  residence  of  the  transferrer  or  decedent  at  the  time  of  the 
transfer  or  death  contained  a  reciprocal  provision  under  which 
non-residents  were  exempted  from  transfer,  estate,  or  death  taxes 
of  every  character  in  respect  to  personal  property  (except  tangible 
personal  property  having  an  actual  situs  therein)  :  Provided,  the 
State  or  Territory  of  residence  of  such  non-residents  allowed  a 
similar  exemption  to  residents  of  the  State  or  Territory  of  such 
transferrer  or  decedent.  For  the  purpose  of  this  section,  the  Dis- 
trict of  Columbia  shall  be  considered  a  Territory  of  the  United 
States. 

Ontario 

Par.  3.  Sec.  10,  Tlie  Succession  Duty  Act 

(3)  The  tax  imposed  by  this  Act  in  respect  of  personal  property 
(except  tangible  personal  property  having  an  actual  situs  in  On- 
tario) shall  not  be  payable  (a)  if  the  transferrer  at  the  time  of  his 
deatli  was  a  resident  of  a  province  of  Canada,  or  of  a  state  or 
territory  of  the  United  States,  or  of  any  foreign  country  which  at 
the  time  of  his  death  did  not  impose  a  transfer  tax,  death  tax  or 
succession  duty  of  any  character  in  respect  of  personal  property 
of  residents  of  Ontario  (except  tangible  personal  property  having 
an  actual  situs  in  such  Province,  State  or  territory  or  foreign  coun- 
try) ;  or  (b)  if  the  laws  of  the  Province,  State  or  territory  or 
country  of  residence  of  the  transferrer  at  the  time  of  his  death 
contained  a  reciprocal  exemption  provision  under  which  non- 
residents were  exempted  from  transfer  taxes,  succession  duties  or 
death  taxes  of  every  character  in  respect  of  personal  property 
(except  tangible  personal  property  having  an  actual  situs  therein), 
provided  the  Province,  State  or  territory  or  country  of  residence  .of 
sucli  non-residents  allowed  a  similar  exemption  to  residents  of  the 
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Province,  State,  territory  or  country  of  residence  of  such  trans- 
ferrer, and  for  the  purposes  of  this  section, 

(o)  The  District  of  Columbia  and  possessions  of  the  United 
States  shall  be  considered  territories  of  the  United  States; 

(&)  Any  tax  imposed  under  The  United  States  Revenue  Act  shall 
not  be  considered  a  transfer  tax,  death  tax  or  succession  duty  in 
respect  of  personal  property  of  residents  of  Ontario; 

(c)  The  terms  "foreign  country"  and  "country"  shall  mean 
both  any  foreign  country  and  any  political  subdivision  thereof,  and 
either  of  them,  in  which  the  transferrer  was  domiciled  at  the  time 
of  his  death; 

(d)  "Intangible  personal  property"  shall  mean  incorporeal  prop- 
erty, including  money,  deposits  in  banks,  mortgages,  debts,  receiv- 
ables, shares  of  stock,  bonds,  notes,  credits,  evidences  of  any  in- 
terest in  property  and  evidences  of  debt ; 

(e)  All  other  personal  property  shall  be  considered  as  tangil)le 
personal  property. 

Pexxsylvania 
Act  Xo.  435,  Sec.  1,  Pennsylvania  laws  of  1929 

Section  1.     *  *  *  * 

That  the  tax  imposed  by  the  provisions  of  the  act  of  June  twen- 
tieth, one  thousand  nine  hundred  and  nineteen  (Pamphlet  Laws  tive 
hundred  twenty-one)  entitled  "Act  act  providing  for  the  imposition 
and  collection  of  certain  taxes  upon  the  transfer  of  property  passing 
from  a  decedent  who  was  a  resident  of  this  Commonwealth  at  the 
time  of  his  death  and  of  property  within  this  Commonwealth  of  a 
decedent  who  was  a  non-resident  of  the  Commonwealth  at  the  time 
of  his  death  and  making  it  unlawful  for  any  corporation  of  this 
Commonw-ealth  or  national  banking  association  located  therein  to 
transfer  the  stock  of  such  corporation  or  banking  association  stand- 
ing in  the  name  of  any  such  decedent  until  the  tax  on  the  transfer 
thereof  has  been  paid  and  providing  penalties  and  citing  certain 
acts  for  repeal  "  and  the  amendments  and  supplements  thereto  in 
respect  of  personal  property  (except  tangible  personal  property  hav- 
ing an  actual  situs  in  this  Commonwealth),  shall  not  be  payable 
if  the  transferrer  is  a  resident  of  a  state  or  territory  of  the  United 
States,  or  country,  which  at  the  time  of  the  transfer  did  not  impose 
a  transfer  tax  or  death  tax  of  any  character  in  respect  of  personal 
property  of  residents  of  this  Commonwealth  (except  tangible  per- 
sonal property  having  an  actual  situs  in  such  state,  country  or  terri- 
tory), or  (2)  if  the  laws  of  the  state,  country  or  territory  of  resi- 
dence of  the  transferrer  at  the  time  of  the  transfer  contained  a 
reciprocal  provision  under  which  non-residents  were  exempted  from 
transfer  taxes  or  death  taxes  of  every  character  in  respect  of  per- 
sonal property  (except  tangible  personal  property  having  an  actual 
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situs  therein),  provided  the  State,  country  or  territory  of  residence 
of  such  non-residents  allowed  a  similar  exemption  to  residents  of 
the  state,  country  or  territory  of  residence  of  such  transferrer.  For 
the  purposes  of  this  section  the  District  of  Columbia,  Porto  Rico, 
Alaska  and  the  Philippine  Islands  shall  be  considered  territories  of 
the  United  States. 

South  Carolina 

Sec.  1.  Act  538,  South  Carolina  laws  of  1924,  as  amended 

Section  i.     *  *  *  * 

Provided,  further,  "  The  tax  imposed  by  this  Act  in  respect  of 
personal  property  (except  tangible  personal  property  having  an  actual 
situs  in  this  State),  shall  not  be  payable;  (a)  if  the  transferrer  at 
the  time  of  his  death  was  a  resident  of  the  state  or  territory  of  the 
United  States,  or  of  any  foreign  country,  which  at  the  time  of  his 
death  did  not  impose  a  transfer  tax  or  death  tax  of  any  character 
in  respect  of  property*  of  residents  of  this  State  (except  tangible 
personal  property  having  an  actual  situs  in  such  state  or  territory  or 
foreign  country),  or,  (b)  if  the  laws  of  the  State,  territory  or  coun- 
try of  residence  of  the  transferrer  at  the  time  of  his  death  contained 
a  reciprocal  exemption  provision  under  which  non-residents  were 
exempted  from  transfer  taxes  or  death  taxes  of  every  character  in 
respect  of  personal  property  (except  tangible  personal  property  hav- 
ing an  actual  situs  therein),  provided  the  State,  territory  or  country 
of  residence  of  such  non-resident  allowed  a  similar  exemption  to 
residents  of  the  State,  territory  or  country  of  residence  of  such 
transferrer.  For  the  purpose  of  this  section  the  District  of  Colum- 
bia and  possessions  of  the  United  States  shall  be  considered  terri- 
tories of  the  United  States." 

"  Provided,  That  this  Act  shall  not  go  into  effect  until  January 
1st,  1930,  and  shall  not  affect  any  tax  then  in  process  of  collection." 

"  Provided,  That  the  provisions  of  this  Bill  shall  not  apply  to 
those  states  which  have  no  inheritance  tax  law.  (Effective  Tanuarv 
1.  1930.)" 

Texas 

Art.  7117,  Chap.  5,  Title  122.  Revised  Civil 

Statutes  of  Texas  (in  part) 

"  .  .  .  .  provided,  however,  that  the  tax  imposed  by  this  Article 
in  respect  to  personal  property  of  non-residents  (other  than  tan- 
gible property  having  an  actual  situs  in  this  State)  shall  not  be 
payable:  (1)  if  the  grantor  or  donor  at  the  time  of  his  death  was  a 
resident  of  a  state  or  territory  of  the  United  States  or  of  a  foreign 
country,  which,  at  the  time  of  his  death,  did  not  impose  a  transfer 

*  The  word  "  personal  "  e\idently  omitted  through  error.  The  taxing 
authorities  state  that  the  law  will  be  construed  as  if  the  omission  had  not 
occurred. 
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or  inheritance  tax  of  any  character  in  respect  of  personal  property 
of  residents  of  this  State  (other  than  tangible  personal  property 
having  an  actual  situs  in  said  State)  ;  or,  (2)  if  the  laws  of  the 
state  or  territory  or  foreign  country  of  the  residence  of  the  grantor 
or  donor  at  the  time  of  his  death,  contained  a  reciprocal  provision 
under  which  non-residents  were  exempted  from  transfer  or  in- 
heritance taxes  of  every  character  in  respect  to  personal  property 
(other  than  tangible  personal  property  having  an  actual  situs  there- 
in) provided  the  state  or  territory  or  foreign  country  of  residence 
of  such  non-residents  allowed  a  similar  exemption  to  residents  of 
the  state  or  territory  or  foreign  country  of  residence  of  such  a 
grantor  or  donor.  For  the  purpose  of  this  Article  the  District  of 
Columbia  and  possessions  of  the  United  States  shall  be  considered 
territories  of  the  United  States,  and  Provinces  of  the  Dominion  of 
Canada  shall  be  considered  foreign  countries.  Provided  further, 
that  the  provisions  of  this  Act  shall  not  apply  to  residents  of  those 
states  which  have  no  inheritance  tax  law." 

Washington 
Sec.  1.  Washington  laws  of  1929.  Chap.  202 

Section  1.  The  tax  imposed  by  chapter  VIII  of  Title  LXXYIII 
of  Remington's  Compiled  Statutes,  and  chapter  VIII  of  Title 
LXXVIII  of  Remington's  Compiled  Statutes,  1927  Supplement,  in 
respect  of  personal  property  (except  tangible  personal  property  hav- 
ing an  actual  situs  in  this  state)  shall  not  be  payable  (1)  if  the 
transferrer  is  a  resident  of  a  state  or  territory  of  the  United  States 
which  at  the  time  of  the  transfer  did  not  impose  a  transfer  tax  or 
death  tax  of  any  character  in  respect  of  personal  property  of  resi- 
dents of  this  state  (except  tangible  personal  property  having  an 
actual  situs  in  such  state  or  territory),  or  (2)  if  the  laws  of  the 
state  or  territory  of  residence  of  the  transferrer  at  the  time  of  the 
transfer  contained  a  reciprocal  provision  under  which  non-residents 
were  exempted  from  transfer  taxes  or  death  taxes  of  every  char- 
acter in  respect  of  personal  property  (except  tangible  personal 
property  having  an  actual  situs  therein)  provided  the  state  or  terri- 
tory of  residence  of  such  non-residents  allowed  a  similar  exemption 
to  residents  of  the  state  or  territory  of  residence  of  such  trans- 
ferrer. For  the  purposes  of  this  section  the  District  of  Columbia, 
Porto  Rico  and  the  Philippine  Islands  shall  be  considered  terri- 
tories of  the  United  States. 

West  Virginia 

Section  6,  Chap.  6,  West  Virginia  Laws  of  1924, 

as  amended 

Section  6.  *  *  *  The  tax  imposed  by  this  act  in  respect  of  per- 
sonal property  (except  tangible  personal  property  having  an  actual 
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situs  in  this  state)  shall  not  be  payable;  (a)  if  the  transferrer  at  the 
time  of  his  death  was  a  resident  of  a  state  or  territory  of  the  United 
States,  or  of  any  foreign  country,  which  at  the  time  of  his  death 
did  not  impose  a  transfer  tax  or  death  tax  of  any  character  in 
respect  of  property  ^  of  residents  of  this  state  (except  tangible  per- 
sonal property  having  an  actual  situs  in  each  state  or  territory  or 
foreign  country),  or,  (b)  if  the  laws  of  the  state,  territory  or  coun- 
try of  residence  of  the  transferrer  at  the  time  of  his  death  con- 
tained a  reciprocal  exemption  provision  under  which  non-residents 
were  excepted  from  transfer  taxes  or  death  taxes  of  every  character 
in  respect  of  personal  property  (except  tangible  personal  property 
having  an  actual  situs  therein),  provided,  the  state,  territory  or 
country  of  residence  of  such  non-residents  allowed  a  similar  ex- 
emption to  residents  of  the  state,  territory  or  country  of  residence 
of  such  transferrer.  For  the  purposes  of  this  section,  the  District 
of  Columbia  and  possessions  of  the  United  States  shall  be  consid- 
ered territories  of  the  United  States. 

The  terms  *'  foreign  country "  and  "  country  "  as  used  herein 
shall  mean  both  any  foreign  country  and  any  political  subdivision 
thereof,  and  either  of  them  of  which  the  transferrer  was  domiciled 
therein  at  the  time  of  his  death. 

For  the  purposes  of  this  section,  intangible  personal  property 
means  incorporeal  property,  including  money,  deposits  in  banks, 
mortgages,  debts,  receivables,  shares  of  stock,  bonds,  notes,  credits, 
evidences  of  an  interest  in  property  and  evidences  of  debt. 

Wyoming 

Sec.  27,  Ch.  78,  session  laws  of  Wyoming,  1925. 
as  amended  (in  part) 

The  tax  imposed  by  this  act  in  respect  of  personal  property  (ex- 
cept tangible  personal  property  having  an  actual  situs  in  this  State) 
shall  not  be  payable  (a)  if  the  transferrer  at  the  time  of  his  death 
was  a  resident  of  a  state  or  territory  of  the  United  States,  or  of 
any  foreign  country,  which  at  the  time  of  his  death  did  not  impose 
a  transfer  tax  or  death  tax  of  any  character  in  respect  of  property  ® 
of  residents  of  this  state  (except  tangible  personal  property  having 
an  actual  situs  in  such  state  or  territory  or  foreign  country),  or, 
(b)  if  the  laws  of  the  state,  territory  or  country  of  residence  of 
the  transferrer  at  the  time  of  his  death  contained  a  reciprocal  ex- 
emption provision  under  which  non-residents  were  exempted  from 
transfer  taxes  or  death  taxes  of  every  character  in  respect  of  per- 
sonal property  ( except  tangible  personal  property  having  an  actual 
situs  therein),  provided  the  state,  territory  or  country  of  residence 

^  The  word  "  personal  "  evidently  omitted  through  error. 
•5  The  word  "personal"  evidently  omitted  through  error. 
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of  such  non-residents  allowed  a  similar  exemption  to  residents  of 
the  state,  territory  or  country  of  residence  of  such  transferrer.  For 
the  purposes  of  this  section  the  District  of  Columbia  and  posses- 
sions of  the  United  States  shall  be  considered  territories  of  the 
United  States. 

The  terms  "  foreign  country  "  and  "  country  "  as  used  herein 
shall  mean  both  any  foreign  country  and  any  political  subdivision 
thereof,  and  either  of  them  in  which  the  transferrer  was  domiciled 
at  the  time  of  his  death. 

For  the  purposes  of  this  section,  intangible  personal  property 
means  incorporeal  property,  including  money,  deposits  in  banks, 
mortgages,  debts,  receivables,  shares  of  stock,  bonds,  notes,  credits, 
evidences  of  an  interest  in  property  and  evidences  of  debt. 

The  taxing  authorities  state  that  the  law  will  be  construed  as  if 
the  omission  has  not  occurred. 

Group  Two:  Composed  of  jurisdictions  whose  laws  provide  that 
intangibles  of  non-residents  shall  not  be  taxable  if  a  like  exemption 
to  residents  of  these  jurisdictions  is  granted  by  the  laws  of  the 
jurisdiction  of  residence.  The  statutory  provisions  of  these  juris- 
dictions are : 

Georgia 

Sec.  5,  Act  Xo.  331,  Georgia  Laws  of  1919  (Sec.  1041(a). 

Title  8.  Ch.  1,  Art.  7(b),  Park's  Annotated 

Code  of  Georgia) 

"  Reciprocity.  —  Be  it  further  enacted  by  the  authority  aforesaid 
that  the  tax  imposed  by  this  Act  on  personal  property  (except  tan- 
gible personal  property  having  an  actual  situs  in  this  state)  shall 
not  be  payable  if  the  laws  of  the  state  of  residence  of  the  decedent 
at  the  time  of  his  death  exempted  residents  of  this  state  from  trans- 
fer taxes  or  death  taxes  on  such  property." 

Mississippi 

Mississippi  laws  of  1928,  Ch.  191.  Sec.  3 

In  the  case  of  intangible  property  owned  by  non-residents  of 
the  State  of  Mississippi  such  property  shall  be  exempted  from  the 
provisions  of  Chapter  134  of  the  Laws  of  1924,  and  amendments 
thereto,  provided  the  laws  of  the  state  of  the  domicile  of  such 
non-resident  decedent  exempts  from  the  provision  of  state  inheri- 
tance taxes  the  intangible  property  of  a  resident  of  the  state  of 
Mississippi  when  located  in  such  State. 
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New  Mexico 

Sec.  3,  Ch.  179,  New  Mexico  laws  of  1921. 
as  amended  (in  part) 

The  provisions  of  section  2  hereof  shall  apply  to  the  following 
property  belonging  to  deceased  persons,  non-residents  of  this  state, 
which  shall  pass  by  will  or  inheritance  under  the  laws  of  any  other 
state  or  country,  and  such  property  shall  be  subject  to  the  tax  pre- 
scribed in  such  section.  All  the  real  estate  and  tangible  personal 
property,  within  this  state;  all  intangible  personal  property,  includ- 
ing money  on  deposit  within  this  state ;  all  intangible  personal 
property,  including  bonds,  securities,  shares  of  stock,  and  choses  in 
action,  the  evidence  of  ownership  of  which  shall  be  actually  within 
this  state;  shares  of  the  capital  stock  or  registered  bonds  of  all  cor- 
porations organized  and  existing  under  the  laws  of  this  state ;  the 
certificates  of  which  stock  or  which  bonds  shall  be  without  this 
state,  where  the  laws  of  the  state  or  country  in  which  such  dece- 
dent resided  shall,  at  the  time  of  his  decease,  impose  a  succession, 
inheritance,  transfer,  or  similar  tax  upon  the  shares  of  the  capital 
stock  or  registered  bonds  of  all  corporations  organized  or  existing 
under  the  laws  of  such  state  or  country,  held  under  such  conditions 
at  their  decease  by  residents  of  this  state.  Provided  that  personal 
property  of  a  non-resident  decedent  made  taxable  under  section  2 
of  this  chapter  shall  not  be  subject  to  the  tax  so  imposed  by  said 
section  2  of  said  chapter,  if  a  like  exemption  is  made  by  the  laws 
of  the  state  or  country  of  the  decedent  resident  in  favor  of  the 
resident  of  this  state. 

Oregon 

Sec.  1209,  Oregon  Laws 

Intangible  personal  property  of  a  non-resident  decedent  upon 
which  an  inheritance  tax  is  imposed  by  sections  1191,  1192  and  1228 
Oregon  Laws,  shall  not  be  subject  to  the  tax  so  imposed  if  a  like 
exemption  is  made  by  the  laws  of  the  state  or  country  of  decedent's 
residence  in  favor  of  residents  of  the  state  of  Oregon. 

W I  SCO  \  SIX 

Subsection  9,  Sec.  72.01.  Statutes  of  Wisconsin 

(72.01)  (9)  Personal  property  of  a  non-resident  decedent  made 
taxable  under  this  chapter,  except  tangible  personal  property  having 
an  actual  situs  in  this  state,  shall  not  be  subject  to  the  tax  so  imposed 
if  a  like  exemption  was  allowed  at  the  time  of  death  of  such  dece- 
dent by  the  laws  of  the  state,  territory  or  district  of  the  decedent's 
residence  in  favor  of  residents  of  this  state. 
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YuKOxN 

Sec.  7.  Subd.  5,  The  Succession  Duty  Ordinance 

Personal  property  of  a  non-resident  deceased  person  (except  tan- 
gible personal  property  having  an  actual  situs  in  this  Territory) 
shall  not  be  subject  to  the  duty  imposed  by  this  Ordinance  if  a  like 
exemption  is  made  by  the  laws  of  the  country,  province,  state  or 
territory  of  the  deceased's  residence  in  favor  of  residents  of  the 
Yukon  Territory. 

Group  Three:  Composed  of  jurisdictions  which  are  reciprocal 
with  jurisdictions  whose  laws  contain  reciprocal  provisions.  The 
states  in  this  group,  however,  are  reciprocal  with  jurisdictions 
which  have  death  tax  laws  hut  do  not  tax  intangible  personal  prop- 
erty of  non-residents  decedents.  The  statutory  provisions  of  these 
jurisdictions  are : 

Indiana 

Sec.  4,  Par.  12,  Inheritance  Tax  Law  of  Indiana. 
(Ch.  65,  laws  of  1929) 

Provided,  That  the  tax  imposed  by  the  foregoing  provisions  of 
this  act  in  respect  of  personal  property,  except  tangible  personal 
property  having  an  actual  situs  in  this  state,  shall  not  be  payable  if 
the  transferrer  at  the  time  of  his  death  was  a  resident  of  a  state  or 
territory  of  the  United  States,  or  of  any  foreign  country,  which  at 
the  time  of  his  death,  by  the  laws  of  such  state,  territory  or  country 
of  residence  of  the  transferrer  at  the  time  of  his  death  contained  a 
reciprocal-exemption  provision  under  which  non-residents  were 
exempted  from  transfer  taxes  or  death  taxes  of  every  character  in 
respect  of  personal  property,  except  tangible  personal  property  hav- 
ing an  actual  situs  therein ;  Provided,  That  the  state,  territory  or 
country  of  residence  of  such  non-residents  allowed  a  similar  exemp- 
tion to  residents  of  the  state,  territory,  or  country  of  residence  of 
such  transferrer.  For  the  purpose  of  this  section  the  District  of 
Columbia  and  possessions  of  the  United  States  shall  be  considered 
territories  of  the  United  States. 

Ohio 

Sec.  5334-1 — General  Code  of  Ohio  (in  part) 

*  *  *  *  Except  that  the  inheritance  tax  imposed  by  this  chapter 
in  respect  of  personal  property,  except  tangible  personal  property 
having  an  actual  situs  in  this  state  shall  not  be  payable  if  the  laws 
of  the  state,  territory  or  country  of  residence  of  the  transferrer  at 
the  time  of  his  death  contained  a  reciprocal  exemption  provision 
under  which  non-residents  were  exempted  from  transfer  or  death 
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taxes  of  every  character  in  respect  of  personal  property,  except 
tangible  personal  property  having  an  actual  situs  therein,  provided 
the  state,  territory  or  country  of  residence  of  such  non-residents 
allowed  a  similar  exemption  to  residents  of  the  state,  territory  or 
country  of  residence  of  such  transferrer.  For  the  purposes  of  this 
section  the-  District  of  Columbia  and  possessions  of  the  United 
States  shall  be  considered  territories  of  the  United  States. 

Group  Four:  The  state  of  Arkansas  comprises  this  group.  This 
state  is  reciprocal  with  respect  to  certain  specified  kinds,  but  not 
all  kinds,  of  intangible  personal  property.     Its  statute  is  as  follows : 

Arkansas 

Sec.  10218,  subd.  2,  Crawford  and  Moses'  Digest 
of  the  Statutes  of  Arkansas 

(2)  The  provisions  of  this  Section  shall  apply  to  the  transfer  of 
the  following  property  belonging  to  deceased  persons,  non-residents 
of  this  State,  which  shall  pass  by  will  or  inheritance  under  the  law 
of  any  other  state  or  country;  and  such  property  shall  be  subject 
to  the  tax  imposed  by  Section  10222  and  10223  of  Crawford  and 
Moses'  Digest,  as  amended,  to  wit : 

(a)  The  transfer  of  all  real  estate  and  tangible  property,  includ- 
ing money  on  deposit,  in  this  State; 

(b)  The  transfer  of  all  intangible  personal  property,  including 
bonds,  securities,  shares  of  stock  and  choses  in  action  kept  in  this 
State  for  investment,  safe  keeping,  or  otherwise. 

(c)  The  transfer  of  shares  of  stock  of  all  corporations  organized 
and  existing  under  the  laws  of  this  State,  certificates  of  which 
shares  of  stock  shall  be  within  or  without  the  State.  The  tax 
herein  imposed  upon  transfer  of  shares  of  stock  of  all  corporations 
organized  and  existing  under  the  laws  of  this  State  shall  not  be 
payable  if  the  transferrer  at  the  ti^me  of  death  was  a  resident  of  a 
state  or  territory  of  the  United  States  or  of  any  foreign  country 
which  at  the  time  of  death  did  not  impose  a  transfer  or  death  tax 
of  like  character  as  to  residents  of  this  State. 

Chairman  Bullock:  Before  throwing  the  meeting  open  for  the 
discussion  of  these  two  interesting  papers,  I  want  to  inquire  of  the 
secretary  whether  or  not  there  are  any  further  notices  that  should 
be  given.  I  want  to  ask  also  whether  or  not  there  are  any  resolu- 
tions to  be  submitted  this  evening  for  consideration  by  the  resolu- 
tions committee;  if  there  are,  please  present  them  now. 

If  there  are  no  other  notices  or  resolutions,  the  meeting  is  open 
for  discussion  of  these  two  very  interesting  papers. 
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Franklin  S.  Edmonds:  Mr.  Chairman,  the  sul)ject  is  not  in  my 
line  at  all,  but  in  Dr.  Adams'  line :  I  was  very  much  interested  to 
note  the  United  States  Government  has  applied  the  principle  of 
reciprocity  to  the  vises  for  passports.  Anyone  who  has  traveled  in 
Europe  within  recent  years,  particularly  since  the  war,  will  recall 
that  a  charge  of  ten  dollars  was  made  for  every  vise  on  a  passport. 
It  is  of  interest  to  know  that  by  an  act  of  Congress  a  year  or  two 
ago  the  United  States  Government  offered  to  make  its  charge  the 
same  as  other  countries,  or  to  make  none  at  all  if  they  made  none. 
I  am  now  advised  by  the  Department  of  State  that,  with  the  excep- 
tion of  Great  Britain,  every  other  European  nation  has  accepted  the 
proposition.  There  is  an  application  of  the  spirit  of  reciprocity  in 
an  interesting  international  matter,  one  which  I  am  inclined  to  think 
aft'ects  the  comfort  and  happiness  of  a  very  large  number  of  the 
traveling  public. 

Mr.-Kohler  (New  York)  :  May  I  ask  the  chairman  v.-hether  he 
means  that  the  charge  for  vises  of  the  foreign  countries  has  been 
abolished  ? 

Mr.  Edmonds  :  In  a  great  many  cases  the  charge  has  been  abol- 
ished, in  some  cases  reduced  to  one  dollar,  and  in  some  cases  to 
two  dollars.  It  was  ten  dollars  before,  because  we  charged  ten 
dollars. 

Chairman  Bullock:  Are  there  any  other  questions  or  other 
points  to  be  brought  forward  in  connection  with  this  interesting 
discussion  ?     The  meeting  is  wide  open. 

If  there  are  no  other  questions,  the  chairman  would  like  to  ask 
Dr.  Adams  if  he  will  develop  a  little  further  the  subject  to  which 
he  alluded  so  briefly,  and  that  is  to  explain  just  what  are  the  ar- 
rangements that  have  been  concluded  between  different  govern- 
ments with  regard  to  the  taxing  of  the  income  from  stocks  and 
bonds,  the  taxing  of  interest  and  dividends.  You  alluded  to  that 
very  briefly  and  did  not  explain  in  detail  what  the  arrangements 
were. 

Thomas  S.  Adams  :  Probably  I  should  go  back  to  say  that  there 
is,  of  course,  a  decided  and  deep  dift'erence  of  opinion  on  the  treat- 
ment of  income  from  transferable  securities.  The  nations  line  up 
in  a  curious  way.  Great  Britain  appears  to  be  in  favor  of  the 
residence  principle.  The  treaty  between  Great  Britain  and  Ireland 
assigns  everything  to  residence,  including  not  only  income  from 
transferable  securities  but  even  business  income,  which  is  a  very 
interesting  phenomenon  to  the  person  who  has  given  thought  to  the 
detail  of  this  subject. 

Outside  of  that  the  treaties  for  the  most  part  have  been  concluded 
bv  nations  which  believe  in  the  taxation  of  interest  and  dividends 
15 
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at  the  chief  seat  of  management  of  the  corporation,  or  in  the  ordi- 
nary case  at  the  domicile  of  the  corporation.  The  consequence  is 
that  most  of  the  arrangements  which  have  been  concluded  decide 
this  question  in  the  way  which  I  have  indicated,  namely,  bond  in- 
terest is  subject  to  what  we  would  call  the  normal  tax  or  what  in 
many  countries  is  known  as  a  schedular  or  real  tax,  in  the  country 
of  the  debtor.  What  we  would  call  the  surtax,  the  general  or  per- 
sonal income  tax,  is  levied  and  collected  by  the  state  of  residence, 
the  state  in  which  the  creditor  is  domiciled.  The  dividend  tax  is 
given  to  the  country  in  which  the  corporation  is  organized  or  in 
which  it  has  its  chief  seat  of  government. 

Does  that  answer  your  question,  Mr.  Bullock? 

Chairman  Bullock  :   Yes. 

Thomas  S.  Adams:  The  states  line  up  somewhat  in  this  fashion: 
The  Latin  states,  namely,  Italy.  Spain,  France  and  Belgium,  to  a 
large  extent  insist  that  the  tax  upon  such  forms  of  income  shall  be 
retained  for  the  most  part  for  the  state  of  origin.  England,  the 
United  States,  Ireland,  and  one  or  two  of  the  Scandinavian  coun- 
tries are  on  the  opposite  side. 

(Germany,  curiously  enough,  seems  willing  to  go  either  way, 
according  to  the  circumstances  of  the  peculiar  treaty  under  consid- 
eration. But  all  the  treaties  which  Germany  has  adopted,  I  believe, 
give  the  normal  or  impersonal  tax  to  the  country  of  origin. 

I  hope  I  have  answered  your  question. 

Charles  W.  Gerstexberg:  Before  Mr.  Adams  leaves,  may  I  ask 
him  what  was  his  position  at  these  conferences?  Was  he  an  un- 
official observer  ?  Did  he  represent  the  Treasury  Department,  or  on 
resolution  of  Congress  ? 

Thomas  S.  Adams:  At  the  last  two  conferences  I  was  an  official 
representative  of  the  United  States.  At  the  present  time  I  am  a 
private  member  of  the  fiscal  committee,  without  any  official  standing. 

Philip  Zoercher  (Indiana)  :  I  move  you,  'Sir.  Chairman,  we 
adjourn. 

Chairman  Bullock:  The  Chair  has  heard  the  motion  by  Mr. 
Zoercher  that  the  meeting  do  now  adjourn.    Is  the  motion  seconded? 

J.  F.  ZoLLER  (New  York)  :    jNIotion  seconded. 

Chairman  Bullock:  Moved  and  seconded  we  now  adjourn. 

(Ayes  and  Noes) 

(Adjournment) 


FIFTH  SESSION 

Wednesday,  September  11,  1929, 
9 :  30  o'clock  A.  M. 

Chairman  Graves  :  If  you  will  please  come  to  order,  I  will  ask 
the  people  in  the  back  part  of  the  room  to  move  up.  It  is  very 
much  easier  for  the  speaker  if  he  has  a  compact  audience;  it  will 
also  enable  you  to  hear  very  much  better. 

I  will  repeat  a  few  of  the  things  I  have  said  before.  The  dinner 
session  tonight  will  be  held  in  the  main  dining  room  of  the  hotel. 
Guests  of  the  hotel  do  not  need  to  purchase  any  ticket,  neither  will 
those  who  are  housed  elsewhere,  but  who  are  getting  their  regular 
meal  tickets  at  the  hotel  desk.  Persons  who  are  not  guests  of  the 
hotel,  or  guests  in  places  to  which  the  hotel  has  sent  them,  will  pay 
three  dollars  for  their  dinner  tickets  tonight. 

Xo  particular  style  of  dress  is  prescribed  —  business  suits,  sport 
clothes,  flannels,  dinner  coats,  whatever  you  wish  to  wear. 

One  thing  is  important,  and  that  is  that  you  be  in  the  dining 
room  before  6:30.  The  broadcasting  will  start  promptly  at  7:30 
whether  we  have  finished  with  our  food  or  not. 

It  is  important,  if  you  wish  to  go  to  Ausable  Chasm  tomorrow, 
that  you  leave  your  name  and  your  room  number  at  the  registration 
desk  today,  so  that  plans  may  be  made  for  transporting  you. 

The  entire  program  today  is  devoted  to  the  subject  of  farm  taxa- 
tion. Considerable  work  was  done  in  preparing  this  program.  We 
have  really  tried  to  make  it  the  feature  of  the  conference.  It  will 
be  climaxed  tonight  when  Governor  Roosevelt  of  New  York  and 
ex-Governor  Lowden  of  Illinois  speak  to  you  in  the  hotel  dining 
room. 

The  presiding  officer  this  morning  will  be  Professor  R.  Wayne 
Newton,  whom  it  is  a  great  pleasure  for  me  to  introduce. 

R.  Wayne  Newton  (Michigan  State  College  of  Agriculture), 
presiding. 

Chairman  Newton  :  Mr.  President  and  Members  of  the  con- 
ference:  If  I  had  intended  to  make  any  very  long  introductory 
remarks  to  preface  this  session,  I  would  feel  that  it  is  now  neces- 
sary to  be  brief,  in  view  of  the  fact  that  our  whole  program  up  to 
the  present  time  has  in  a  way  been  an  introduction  to  this  subject. 

(227) 
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Speakers  appearing  on  this  platform  yesterday  called  attention 
constantly  to  the  inter-relationship  between  farm  taxation  and  farm 
prosperity  and  prosperity  of  the  country  as  a  whole.  It  seems  to 
me  that  those  testimonials  are  a  sufficient  indication  of  the  impor- 
tance of  this  subject.  It  is,  perhaps,  no  change  from  the  traditional 
attitudes  of  our  business  men,  but  I  do  believe  that  it  is  somewhat 
of  a  contrast  to  the  attitude  which  some  of  our  farm  people  have 
fancied  existed  in  other  years. 

The  attitude  of  business  towards  taxation  of  the  farmer  might 
be  compared  with  the  attitude  of  the  Irishman  who  was  accused  of 
stealing  a  washtub,  and  when  called  into  court  he  said,  "  Your 
Honor,  I  expect  to  prove  three  things :  in  the  first  place,  I  did  not 
tcike  the  tuli ;  in  the  second  place.  I  returned  it  in  good  condition ; 
and  in  the  third  place,  there  were  holes  in  it  when  I  got  it." 

I  think  it  is  something  that  our  farm  leaders  are  going  to  be 
pleased  to  know,  that  this  organization  has  cheerfully  and  gladly 
devoted  so  much  time  to  a  consideration  of  the  farm  problem;  and, 
as  a  beginning  upon  that  program,  we  have  a  type  of  introductory 
speech  which  will,  I  believe,  set  before  us  the  problem  in  its  true 
nature. 

Dr.  Whitney  Coombs,  of  the  Bureau  of  Agricultural  Economics, 
United  States  Department  of  Agriculture,  will  now  address  us. 

Whitney  Coombs  (Washington,  D.  C.)  : 

FARM  TAX  PROBLEMS  AS  DEVELOPED 
BY  RESEARCH  AGENCIES 

WHITXKV    COOMBS 

Senior  Agricultural   Economist, 
U.  S.  Department  of  Agriculture 

The  Agencies  Involved 

A  discussion  of  farm-tax  problems  from  the  research  point  of 
view  may  be  prefaced  by  brief  mention  of  the  research  agencies 
that  have  been  engaged  in  studying  the  subject.  An  attempt  to 
include  all  the  research  material  which  concerns  farm  taxation 
would  involve  a  review  of  the  conclusions  of  all  the  important  tax- 
investigating  commissions  of  the  past  few  decades  along  with  a  vast 
amount  of  other  material.  Limitations  of  time  make  such  a  pre- 
sentation impossible,  and  the  purpose  of  this  particular  program  will 
perhaps  be  better  served  by  confining  attention  to  those  investiga- 
tions which  have  placed  all,  or  the  major  part  of  their  emphasis, 
on  the  subject  of  farm  taxation.  This  does  not  mean  that  the  in- 
vestigations which  include  all  phases  of  a  state's  tax  system  are  of 
no  interest  to  those  who  are  concerned  with  the  farmers'  tax  prob- 
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lem.  Such  investigations  are  often  of  far  more  importance  and 
value  than  any  which  covers  a  single  phase  of  the  tax  problem  can 
hope  to  be. 

Many  students  of  taxation  are  not  aware  of  the  extent  to  which 
investigations  of  the  specialized  subject  of  farm  taxation  have  been 
carried  in  the  past  decade.  They  have  been  primarily  state  studies 
usually  carried  on  by  the  agricultural  experiment  station  of  the 
state  concerned  with  the  cooperation  in  a  majority  of  the  cases  of 
the  Federal  Bureau  of  Agricultural  Economics.  Some  of  the  agri- 
cultural experiment  stations  have  carried  on  research  along  eco- 
nomic lines  for  many  years,  but  general  interest  in  such  study  is 
of  recent  development  and  has  greatly  expanded  with  the  increased 
appropriations  made  by  the  Federal  government  to  the  stations 
under  the  Purnell  Act  which  grants  to  each  state  S50, ()()()  in  1930 
and  $60,000  thereafter.  As  much  of  this  money  as  the  department 
concerned  can  secure  together  with  appropriations  by  the  state  may 
be  used  for  economic  research.  In  view  of  the  interest  of  farm 
groups  in  taxation  and  of  the  great  increase  in  tlie  amount  of  taxes 
during  the  past  ten  years  it  has  been  natural  tliat  many  stations 
have  attempted  to  discover  certain  facts  relating  to  farm-tax 
problems. 

Investigation  into  the  farm-tax  situation  has  not  been  confined  to 
the  groups  that  have  been  mentioned.  Farmers'  organizations,  of 
which  the  Illinois  Agricultural  Association  is  perhaps  the  outstand- 
ing example  in  this  field,  have  carried  on  tax  investigations.  The 
tax  commission  of  North  Carolina  spent  a  large  portion  of  its  funds 
on  an  investigation  of  farm  taxation.  This  was  carried  on  in  co- 
operation with  the  Federal  Bureau  of  Agricultural  Economics  and 
the  State  experiment  station.  An  investigation  of  tax  burden 
authorized  by  the  Iowa  legislature  concerned  itself  to  a  large  extent 
with  farm  taxation.  Again  the  work  was  carried  on  in  cooperation 
with  the  Federal  bureau.  Mention  should  also  be  made  of  the 
work  of  such  groups  as  the  Association  of  Land  Grant  Colleges, 
the  Business  Men's  Commission  on  Agriculture  and  the  National 
Industrial  Conference  Board.  Little  new  material  on  farm  taxa- 
tion has  been  supplied  by  these  groups,  but  they  have  performed 
the  very  important  service  of  bringing  together  and  summarizing 
material  on  the  subject.  Several  of  the  investigations  which  have 
been  carried  on  by  the  experiment  stations  have  secured  their  basic 
data  from  the  state  taxing  commissions  and  from  the  tax  commis- 
sions of  certain  of  the  railroad  companies. 

Finally  in  connection  with  this  survey  of  the  groups  which  have 
been  connected  with  the  investigation  of  farm-tax  problems  brief 
mention  should  be  made  of  the  work  of  the  Bureau  of  Agricultural 
Economics,  of  the  L^.  S.  Department  of  Agriculture.  The  w-ork 
done  by  the  Bureau  in  cooperating  with  state  groups  in  their  inves- 
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ligations  has  already  been  mentioned.  In  addition  to  this  an  annual 
index  of  changes  in  farm  taxation  is  compiled  for  the  country  as  a 
whole  and  for  various  sections.  Studies  of  special  tax  problems 
that  stretch  across  state  lines  or  that  include  sample  data  from 
several  states  have  been  made.  The  Bureau  acts  as  a  clearing-house 
of  farm-tax  information.  It  has  in  press  at  the  present  time  a  bul- 
letin which  will  contain  a  summarization  of  the  investigations  of 
farm  taxation  that  have  been  carried  thus  far. 

Type  and  Extext  of  Research 

Investigations  directly  devoted  to  one  or  more  phases  of  the  sub- 
ject of  farm  taxation  have  been  carried  on  in  no  less  than  26  states.' 
It  will  be  impossible  to  mention  in  detail  the  methods  and  results  of 
each  of  these  studies.  Most  of  their  contents,  however,  may  be 
summarized  by  considering  the  following  subjects: 

(1)  The  kinds  and  amount  of  taxes  paid  by  agriculture. 

(2)  Taxes  and  income  from  agriculture. 

(3)  The  assessment  of  farm  property. 

(4)  Ta.xes  and  the  value  of  farm  property. 

The  Kinds  and  Amount  of  Taxes  Paid  by  Agriculture 

A  brief  list  of  the  taxes  paid  by  farmers  and  on  farm  property 
would  include  general  property  taxes,  gasoline  taxes,  automobile 
license  taxes,  federal  and  state  income  taxes,  inheritance  taxes  and 
poll  taxes.  The  aggregate  amount  of  these  taxes  on  farms  and 
farmers  in  1927  was  estimated  to  be  slightlv  over  $900,000,000. 
The  1928  figure  was  probably  about  $920,000,000.  Of  this  total  84 
per  cent  in  1927  consisted  of  amounts  paid  on  real  estate  and  per- 
sonal property.  The  gasoline  tax  accounted  for  7  per  cent  and  the 
automobile  license  taxes  for  5^  per  cent.  The  remaining  minor 
taxes  amounted  to  3V2  per  cent.  It  should  be  noted  that  no  attempt 
is  made  to  estimate  the  amount  of  taxes  shifted  to  the  farmers  by 
other  groups.  Tariff  duties,  excise  taxes  and  shifted  taxes  on  per- 
sonal property  and  buildings  would  all  figure  in  a  computation  of 
the  actual  total  taxes  paid  by  farmers.  A  small  amount  would  need 
to  be  subtracted  from  the  total  to  take  account  of  ta.xes  that  the 
farmer  is  able  to  shift  to  others.     In  general,  however,  the  farmerl 

1  Studies  may  be  in  i)rocess  in  several  states  not  included  in  the  following 
list.  The  states  are  Massachusetts,  N^ew  York,  New  Jersey,  Pennsylvania, 
Delaware,  Virginia,  North  Carolina,  South  Carolina,  Mississippi,  Ohio, 
Michigan,  Indiana,  Wisconsin,  Minnesota,  Iowa,  Missouri,  X^orth  Dakota, 
South  Dakota.  X'ebraska,  Kansas,  Arkansas,  Oklahoma,  Texas,  Colorado, 
Washington,  Oregon.  No  attempt  will  be  made  to  list  all  the  reports  that 
have  resulted  from  these  studies.  Attention  is  called  to  the  bibliography 
"  Taxation  and  the  Farmer,"  prepared  in  1928,  by  Margaret  T.  Olcott,  of  the 
Federal  Bureau  of  Agricultural  Economics. 
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is  in  the  position  of  having  taxes  shifted  to  him  rather  than  of  shift- 
ing them  to  others.  The  factors  that  influence  the  prices  which  he 
receives  for  his  products  rarely  make  it  possible  for  him  to  make 
others  pay  his  taxes. 

The  trend  of  farm  taxes  as  well  as  their  total  is  of  interest. 
Table  1  contains  an  index  of  farm  taxation  for  the  country  as  a 
whole  from  1914  to  1928  and  for  three  eastern  states  for  various 
periods.     Farm  taxes  for  the  country  as  a  whole  in  1928  were  162 

TABLE  1 

Index  Ntmbers  of  Farm  T.'v.xes  in  the  United  States 
AND  IN  Selected  States 


Year 


i88o 
1890. . 
1 900 . 
1910. 
191 1  • 
1912. 

1913 
1914. 

i9'5 

1916. 

1917. 

1918. 

1919. 

J  920. 

1921 

1922. 

1923. 

J924. 

1925. 

1926. 

1927. 

1928 


Tax  on  farm 

land  and 
buildings 


Tax  on  farm 

land  and 
liuildmgs 


United  States  1     New  Jersey  New  York 

(1914  =  100)  I  (1915  -=  ico)    (1910-I4  =  100) 


lax  on  all 

farm 
property 


100 
102 
104 
106 
118 
13^ 
163 
iq6 
232 
246 
249 
250 

253 
258 
262 


100 
106 
119 
122 

•37 
183 
224 
240 
236 
254 
265 
278 
292 


Tax  on  all 

farm 

property 


Ohio 
(191 3  —  100 ") 


69 

60 

64 

69 

59 

69 

82 

95 

98 

«7 

lOI 

92 

105 

100 

"3 

lOI 

122 

131 

123 

129 

143 

130 

146 

142 

166 

170 

198 

197 

191 

216 

197 

210 

219 

218 

220 

220 

231 

232 

234 

232 

by 


The  New  Jersey  figures  are  preliminary  and  are   based  on  data  collected 
'    the    New    Jersey    Agricultural    Experiment    Station    and    the    Bureau    of 
Agricultural  Economics,  U.  S.  Department  of  Agriculture,  in   a  cooperative 

study  of  farm  taxes.  ^  ,     ,  t-  -c 

The  New  York  index  is  taken  from  Cornell  Univ.,  Col.  Agr.,  Farm  Econ. 
52:909-910  (Kendrick,  M.  S.,  "Seventy-two  Years  of  Farm  Taxes  in  New 
York"),   1928. 

The  Ohio  index  is  from  Ohio  Agr.  Expt.  Sta.  Bimo.  Bui.  13  (O  :  30-31 
(Moore,  H.  R.,  "  Index  Numbers  of  Farm  Taxes  in  Ohio"),  1928. 
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per  cent  above  their  1914  level.  In  Xew  York  and  Ohio  they  did 
not  rise  after  1914  quite  as  fast  as  they  did  throughout  the  country. 
It  may  well  have  been  that  their  1914  level  in  these  states  was 
higher  than  the  average.  In  Xew  Jersey,  however,  the  rise  from 
1915  to  1927  was  somewhat  greater  than  in  the  other  states. 

Taxes  axu  Income  from  Agriculture 

Figures  relating  to  the  absolute  amount  of  taxes  paid  mean  little 
until  they  are  compared  with  the  fund  from  which  tax  payments 
must  be  made.  ]Many  of  the  investigations  of  farm  taxation  have 
included  studies  of  the  income  and  taxation  of  farm  real  estate. 
It  is,  of  course,  difficult  to  attribute  to  real  estate  a  definite  amount 
of  the  income  of  a  farm  operated  by  its  owner.  Xet  farm  income 
for  such  a  farm  includes  not  only  the  income  from  the  real  estate 
and  other  property  investment  but  also  income  attributable  to  the 
managerial  ability  of  the  owner  and  to  his  labor.  The  latter  item 
may  be  allowed  for  at  a  rate  similar  to  that  paid  hired  labor,  al- 
though objection  may  be  legitimately  made  that  the  amount  should 
be  higher.  The  item  of  managerial  ability  is  subject  to  wide  varia- 
tion and  no  adequate  method  "of  taking  it  into  account  has  been 
devised.  For  these  reasons  most  of  the  investigations  of  the  rela- 
tionship between  farm  income  and  taxes  have  been  concerned  with 
rented  farm  land.  In  sections  of  the  country  where  rented  farm 
land  is  common  the  net'  income  received  by  the  landlord  is  an  ade- 
quate indication  of  the  income  attributable  to  land.  In  certain  sec- 
tions of  the  country  where  a  large  amount  of  supervision  of  the  use 
of  his  land  by  the  owner  is  customary  a  problem  somewhat  similar 
to  that  of  the  owner-operator's  managerial  ability  is  involved.  Its 
total  influence  on  returns  is,  however,  much  less. 

The  results  of  investigations  for  1919  and  1924  of  the  net  cash 
rent  and  taxes  of  farm  land  in  one  or  more  counties  of  15  states 
are  contained  in  Figure  1.  It  will  be  noticed  at  the  start  that  in 
each  of  the  years  there  was  a  great  variation  among  the  counties 
not  only  in  the  rent  and  tax  figures  but  also  in  the  percent  of  net 
rent  which  the  owner  was  forced  to  pay  in  taxes.-  In  1924,  for 
example,  taxes  amounted  to  over  50  per  cent  of  rent  in  five  of  the 
counties  from  which  data  were  collected  and  to  less  than  20  per 
cent  in  four  of  the  counties.  In  11  out  of  the  20  counties  taxes  in 
1924  amounted  to  between  20  and  40  per  cent  of  net  rent. 

The  change  from  1919  to  1924  is  perhaps  of  more  interest  than 
the  figures  for  either  year  taken  by  themselves.  In  17  of  the  20 
counties  the  percentage  of  net  rent  taken  by  taxes  was  greater  in 

-  The  term  "  net  rent "  when  used  in  the  paper  without  qualification 
should  be  interpreted  as  meaning  gross  rent  less  all  the  necessary  charges  of 
the  landlord,  including  depreciation  but  not  including  taxes.  In  other  words 
the  term  is  an  abbreviation  of  "  net  rent  before  deducting  taxes." 
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FIGURE  1 


STATE 

N.Y.  NIAGARA 


NET  RENT  AND  TAXES  OF  SELTCTED  FARMS  IN  15  STATES 

1919  and  I92*r 

DOLLARS  PER  ACRE  ^"^^'^'^     en 

0  ^  8  12  16  0  20  ^  60 

COUNTY 


T^^^^^Net rer^t  (before  deducting  taxes)  V///A  Net  rent(ofter deducting  taxes] 

^H  Taxes  ByA'3  Percentage  relationship,  taxes  to  net  rent(before  deducting  taxes) 


WENT  OF  AGRICULTURE 


euntfcU  Of  *&RlCi;LTu«AL  ECOHOXl 


T.xe.  per  acre  increased  from  1919  to  1924  in  I5  of  the  20  counties  whereas 
net  renpe^  acre  declined  in  14  of  them.  In  only  3  of  the  20  counties  .as  the 
pe  centag^of  net  rent  taken  by  taxes  higher  m  1919  than  m   1924- 
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1924  than  in  1919.  In  view  of  changes  in  farm  income  and  taxes 
during  the  period  this  result  was  to  be  expected.  The  amount  of 
some  of  the  changes  is  worth  noting.  In  two  New  York  counties 
the  changes  were  from  31  per  cent  in  each  county  in  1919  to  54 
and  72  per  cent,  respectively,  in  1924.  In  an  Oregon  county  the 
change  was  from  38  to  69  per  cent,  in  a  Utah  county  from  29  to 
54  per  cent,  in  an  Indiana  county  from  15  to  30  per  cent,  and  in 
two  Iowa  counties  from  16  and  19  per  cent  to  27  and  26  per  cent, 
respectively. 

Intensive  investigations  of  rent,  cash  and  share,  and  taxes  have 
been  made  in   14  states.     In  everv  case  these  data  were  gathered 


TABLE  2 

Net  Rent  and  Taxes  of  Farm  Propektv  in  14  States, 
Selected  Years,  1921- 1927 


Years 

Net  rent  per 

acre  before 

deducting 

taxes 

3-'5 
1.81 

3-98 
4.68 
2.47 
3-88 
4.08 

2.47 
1.84 
4.12 
6.72 
2.72 
2.12 
2.75 

Taxes 

State 

Per  acre 

•57 
.60 

1.50 
1.32 
1.44 

•74 
2.07 

•79 
•58 
1.62 
1.76 
.70 
.42 
.80 

Percentage  rela- 
tionship to  net 
rent  (before 
deducting  taxes) 

Arkansas 

Colorado 

1923-1925 

1925-1926 

1922-1923 

1926-1927 

1923-1926 

1922-1923 

1925-1927 

1925-1927 

1922-1924 

1921-1922 

1924-1925 

1922-1926 

1926 

1924-1926 

18.1 

32.9 
37-8 
28.3 

58.3 
19.1 

50.7 
3'-9 
3 '.7 
39.4 
26.2 
25.6 
20.0 
29.1 

Iowa .... 

Michigan   

Missouri 

New  Jersey 

North  Carolina.  . . 

North  Dakota 

Ohio 

Pennsylvania     ... 

South  Dakota 

Virginia 

Washington 

Bureau  of  Agricultural   Economics,   U.   S.    D.   A.     Percentages  computed 
from  orijjinal  data  and  not  from  derived  per  acre  figures. 


from  several  sections  of  the  state  and  indicate  general  conditions 
in  the  state  far  more  accurately  than  can  data  taken  from  one  or 
two  counties.  Most  of  them  do  not  include  data  for  years  prior  to 
1920  and  for  this  reason  do  not  indicate  the  change  in  conditions 
as  well  as  do  the  figures  that  have  just  been  discussed.  Table  2 
summarizes  the  results  of  these  investigations  for  the  years  w'hich 
they  have  covered  subsequent  to  1921.     It  is  believed  that  for  the 
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purpose  of  showing  the  present  status  of  farm  taxation  the  years 
from  1922  to  the  present  represent  a  more  stabilized  condition  than 
would  be  given  by  a  consideration  of  certain  data  which  included 
the  years  1919,  1920  and  1921  along  with  more  recent  years. 

FIGURE  2 

GENERAL  PROPERTY  TAX  AND  NET  RENT.  SELECTED  FARMS  IN 
INSTATES.  SELECTED  YEARS.  1921-1927 


NET  RENT:  DOLLARS  PER  ACRE 
2  't  6 


TAXES:  PERCENT  OF  NET  RENT 

20  'tO  60' 


MICH. 
1923-1926 


^^■H 


mmmmiMi^mimmmi^ 


MO. 
1922-1923 

ARK. 
1923-1925 

^^I^Net  rent  (before  deducting  to.esj  ^^Net  rent  (after  deducting  taxes) 

^^^Taxes  ^^Percentage  relationship,  taxes  to  net  rent  (  before  deducting  taxes) 

eunCAU  or  AGRICULTURAL  CCOMOHICS 
U  S  DEPARTMENT  OF  AGRICULTURE 

In  Michigan  and  New  Jersey  taxes  during  the  periods  indicated  amounted 
to  over  50  per  cent  of  the  net  rent,  before  deducting  taxes.  At  the  other  ex- 
treme, in  Virginia,  Missouri  and  Arkansas,  taxes  amounted  to  20  per  cent  or 
less  of  net  rent. 

Figure  2  affords  an  easv  means  of  comparison  of  the  results  of 
the  investigations  in  the  'l4  states.  The  percentage  of  net  rent 
which  the  farm  owners  had  to  pay  in  taxes  ranged  from  58  in 
Michigan  to  18  in  Arkansas.     Xew  Jersey  was  second  highest  with 
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51  per  cent  of  rent  going  to  pay  taxes.  In  five  states,  Ohio,  Indi- 
ana, Colorado,  North  Carolina  and  North  Dakota,  taxes  took  be- 
tween 30  and  40  per  cent  of  net  rent.  Four  states,  Washington, 
Iowa,  Pennsylvania  and  South  Dakota,  were  included  in  the  group 
paying  from  25  to  30  per  cent  of  net  rent.  In  Virginia  taxes 
amounted  to  20  per  cent  of  net  rent,  and  in  Missouri  the  percentage 
was  19.  No  attempt  has  been  made  to  average  these  figures,  but  in 
view  of  the  fact  that  in  half  the  states  for  which  data  are  available 
taxes  amounted  to  over  30  per  cent  of  net  rent  and  in  more  than 
half  the  remaining  ones  the  percentage  was  between  25  and  30,  it 
seems  reasonable  to  estimate  that  taxes  in  these  14  states  amounted 
to  over  30  per  cent  of  the  net  rent  of  farm  real  estate.  It  seems 
doubtful  whether  the  extension  of  this  investigation  to  the  34  re- 
maining states  would  give  greatly  different  results. 

It  is  often  asserted  that  there  are  pronounced  differences  between 
the  proportion  of  the  net  rent  of  urban  property  and  the  proportion 
of  the  net  rent  of  farm  property  which  must  be  used  to  pay  taxes. 
No  definitive  answer  to  this  assertion  is  possible  from  the  data  that 
exist  at  present.  Studies  of  the  subject  have,  however,  been  made 
in  nine  states.  The  results  are  illustrated  by  Figure  3.  In  five  of 
the  nine  states  farm  taxes  took  a  greater  proportion  of  net  farm 
rent  than  did  city  taxes  of  the  rent  of  city  property.  In  the  other 
four  the  situation  was  reversed.  In  no  case  was  the  dift'erence 
great  enough  to  indicate  that  there  was  pronounced  discrimination 
against  either  type  of  property. 

In  a  comparison  of  city  and  farm  taxes  there  are  factors  other 
than  the  mere  percentage  of  net  return  paid  in  taxes  that  need  to 
be  considered.  Among  these  are  the  difficult  questions  of  incidence 
and  of  the  benefits  received  from  governmental  services. 

One  further  phase  of  the  farm  income  and  tax  situation  should 
be  considered.  This  relates  to  the  proportion  of  income  paid  in 
taxes  by  the  man  who  owns  and  operates  his  own  farm.  From  the 
point  of  view  of  comparison  a  difficulty  arises  from  the  fact  that 
there  is  no  way  of  computing  the  property  income  of  such  an  indi- 
vidual. His  taxes,  however,  are  based  on  his  property.  A  consid- 
eration of  the  two  is  a  comparison  of  property  and  personal  income 
with  property  taxes.  The  material  that  follows  must  be  considered 
with  this  qualification. 

Figure  4  contains  data  relating  to  average  net  returns  for  the 
years  1924-1927  on  owner-operated  farms  scattered  over  the  coun- 
try as  a  whole.  Net  returns,  as  used  here,  were  computed  by  taking 
the  average  gross  cash  receipts  from  sales,  plus  the  value  of  food 
produced  and  used  on  the  farm,  plus  change  in  inventory  of  farm 
property,  minus  average  current  cash  expenses,  minus  the  value  of 
farm  labor  including  that  of  the  owner.  The  computation  does  not 
take  into  account  interest  paid,  expenditures  for  farm  improvements. 


^38 


NATIONAL  TAX  ASSOCIATION 


o 

I— I 


If) 

Q 
UJ 

tr 

UJ 
CL 

O 


1^ 
0(/) 

Z  UJ 

If)  \- 
ui  en 

Q  z 

Z3 


< 

z 

QC 

I- 
UJ 

q: 
& 


tr 


:^  4- 


-ji  m  -     - 


% 

p 

l-l 

Fl 

1 

-   - 

i 

1 

, 

_  -   o 


—   c 

■y.    V. 

1>    — 


•-    1) 


£      H 


FARM  TAX   PKOl'.I.KMS  239 

or  the  estimated  cliange  in  the  vahie  of  real  estate  during  the  year. 
Taxes  during  the  period  covered  by  these  data  ranged  in  amount 
from  26  to  18  per  cent  of  the  net  returns.  They  took  the  highest 
proportion  in  1923  and  the  lowest  in  1927.  They  were  highest  per 
farm  in  1924  and  lowest  in  1922.  Changes  in  the  size  of  farms 
included  in  this  sample  as  well  as  changes  in  taxation  caused  this 
variation.  Reports  were  received  in  1922  from  6,094  farms  aver- 
aging 252  acres  in  size  and  in  1927  from  13,859  farms  averaging 
275  acres. 

Another  aspect  of  the  farm  tax  and  income  situation  is  illus- 
trated by  Figure  5.  This  divides  by  regions  the  owner-operator 
data  that  has  just  been  discussed.  It  shows  the  instability  of  farm 
income  in  every  section  of  the  country  during  the  period  1922  to 
1927  and  contrasts  with  it  the  relatively  unchanging  charge  for 
taxes. 

The  Assessme.xt  of  Farm   Property 

Studies  of  the  assessment  of  farm  property  have  been  made  in 
many  sections  of  the  country.  Their  results  have  not  been  greatly 
different  from  the  results  of  general  studies  of  assessment  problems 
and  so  perhaps  need  little  discussion.  One  general  factor  connected 
with  farm  assessment  deserves  mention  before  certain  specific 
studies  are  discussed.  Farm  real  estate  values  and  farm  incomes 
went  through  a  drastic  deflation  from  1920  to  1923.  Farm  real 
estate  for  the  country  as  a  whole  has  not  yet  ceased  to  decline  in 
value.  Many  of  the  difficulties  in  farm  assessments  arose  from  the 
fact  that  it  was  difficult  and  in  some  cases  impossible  for  the  adjust- 
ment of  assessed  valuation  to  follow  closely  enough  to  the  deflated 
sales  values  to  make  farmers  think  they  were  being  given  satisfac- 
tory consideration. 

Investigations  of  the  inequalities  of  assessment  of  farm  property 
have  been  concerned  largely  with  the  following  subjects: 

(1)  Inequalities  in  assessment  among  individual  parcels  of  real 
estate. 

(2)  Inequalities  in  assessment  between  small  and  large  properties. 

(3)  Inequalities  in  assessment  between  farm  and  urban  properties. 

(4)  Inequalities  in  assessment  among  civil  divisions. 

Of  these  four  types,  the  first,  that  which  exists  among  individual 
parcels  of  farm  property,  is  by  far  the  most  important,  so  far  as  the 
tax  bill  of  the  individual  farmer  is  concerned.  Two  illustrations 
are  typical  of  the  results  that  have  been  reached  by  investigations 
of  this  phase  of  the  subject.  Figure  6  shows  the  distribution  of 
1141  parcels  of  farm  property  in  Kansas  classified  on  the  basis  of 
the  relationship  between  assessed  valuation  and  sales  value.     In  the 
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A  iw  thi>;  stndv    19n-1922,  30  per  cent  of  the  parcels 
vears  covered  by  this  stua\,   i>'-i  i^^--         i  , 

had  an  assessed  valuation  of  73  per  cent  or  more  of  heir  .ales 
vie  M  the  other  extreme  30  per  cent  of  the  parce  s  had  an  as- 
sessed valuation  of  55  per  cent  or  less  of  their  sales  values. 

FIGURE  6 

DISTRIBUTION   ON  THE  BASIS   OF  THE  P^^CENTAGE  RELATIONSHIP 
OF  ASSESSED  VALUATION  TO  SALES  VAI^UE  OF  U^l  K1LU 
^ARM  REAL  ESTATE  IN  KANSAS.I92I     I92d 

PER  CENT 
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PER  CENT  OF  TOTAL  NUMBER  OF  FARM  PROPERTIES 


100 


Ten  Der  cent  of  the  properties  were  assessed  at  q5  per  cent  or  more  of 
their  saks  value  Another  lo  per  cent  were  assessed  at  less  than  45  per  cent 
nfthpTr  sales  value  The  upper  30  per  cent  of  the  properties  were  assessed 
at  *  per  clnt  or  more  of  the'sale's  value  and  the  lower  30  per  cent  at  55  per 
cent  or  less. 
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Figure  7  illustrates  the  situation  in  Iowa  in  1927.  The  upper  30 
per  cent  of  the  parcels  then  were  assessed  at  53  per  cent  or  more  of 
their  sales  value  and  the  lower  30  per  cent  at  40  per  cent  or  less. 
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FIGURE  7 

STRIBUTION  ON  THE   BASIS  OF  THE   PERCENTAGE   RELATIONSHIP  OF 
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The  upper  lO  per  cent  of  the  total  number  of  properties  examinetl  were 
assessed  at  b4  per  cent  or  more  of  their  sales  value,  and  the  lower  lo  per  cent 
was  assessed  at  2>2>  per  cent  or  less.  The  upper  30  per  cent  was  assessed  at 
S3  i)er  cent  or  more  and  the  lower  30  per  cent  at  40  per  cent  or  less.  The 
curve  describing  the  distribution  is  closer  to  the  horizontal  line  indicating  the 
average  than  is  the  case  in   Figure   TI. 

This  illustrates  a  much  closer  approximation  to  satisfactory  assess- 
ment than  that  which  existed  in  Kansas  in  1921-1922. 

An  illustration  of  the  relative  importance  of  inequalities  in  as- 
sessment among  individual  parcels  of  real  estate  and  among  civil 
divisions  may  he  drawn    from  a  study  made   in   Oregon.     It   was 
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found  that  as  a  result  of  inequalities  among  individual  assessments 
one-half  in  value  of  the  real  estate  of  Oregon  paid  two-thirds  of 
the  total  taxes  on  real  estate,  while  the  other  half  paid  one-third  of 
the  taxes.  Thus  the  owner  of  a  piece  of  property  falling  at  the 
average  of  the  upper  assessment  group  might  have  to  pay  $400  in 
taxes  whereas  the  owner  of  another  piece  of  the  same  sales  value 
in  the  same  taxing  district,  but  which  was  assessed  at  the  average 
of  the  lower  group,  would  have  to  pay  only  $200. 

Contrasted  with  this  is  the  situation  which  would  exist  in  Oregon 
if  there  were  equality  of  assessment  within  the  counties,  but  in- 
equality among  the  counties  similar  to  the  inequality  which  now 
exists  among  individual  properties.  A  parcel  of  real  estate  assessed 
at  the  average  of  the  upper  half  of  the  counties  would  pay  $320 
while  one  of  similar  value  at  the  average  of  the  lower  half  would 
pay  $280.  This  is  more  extreme  than  the  average  difference  for 
the  country  as  a  whole,  since  state  taxes  have  been  more  important 
in  Oregon  than  in  the  average  state. 

Emphasis  should  be  placed  on  the  minor  imjjortance  of  inter- 
county  equalization  as  compared  with  equalization  within  the  coun- 
ties. At  present  most  of  the  effort  at  equalization  is  devoted  to  the 
inter-county  and  inter-district  problems.  Little  expert  attention  is 
given  to  equalization  within  the  districts. 

There  seems  to  be  an  almost  universal  tendency  to  assess  valuable 
farm  properties  at  a  lower  proportion  of  their  sales  value  than  the 
percentage  of  sales  value  at  which  low-valued  properties  are  as- 
sesseti.  This  has  been  illustrated  from  the  results  of  the  Oregon 
investigation,  although  the  same  general  situation  has  been  found 
in  many  states.     The  Oregon  situation  is  depicted  in  Figure  8. 

So  far  as  discrimination  in  the  assessment  of  city  and  farm  prop- 
erty is  concerned  no  definite  conclusions  can  be  presented.  In  some 
states  farm  property  seems  to  be  assessed  higher  than  is  city  prop- 
erty. In  other  states  city  property  bears  the  higher  assessment. 
On  the  whole,  city  property  is  better  assessed,  since  cities  can  and 
do  aft'ord  more  expert  assistance  in  the  work  of  assessment.  As  a 
result  of  the  marked  deflation  of  farm  property  values,  many  states 
were  found  from  1921  to  1925  to  be  assessing  farm  property  at  a 
high  proportion  of  its  real  value.  There  is  in  process  a  gradual 
readjustment  of  such  assessments,  and  while  a  condition  of  equality 
has  not  been  reached,  this  portion  of  the  farm  tax  problem  which 
concerns  inequality  of  assessment  between  farm  and  urban  propertv 
needs  only  brief  consideration. 

Much  remains  to  be  done  on  the  whole  problem  of  the  assess- 
ment of  farm  property.  A  large  proportion  of  the  state  and  local 
tax  revenue  will  continue  to  be  derived  from  the  tax  on  tangible 
property.  Equality  in  such  taxation  is  dependent  among  other 
things  on  equality  of  assessment.  More  efficient  methods  of  assess- 
ing farm  property  constitute  one  of  the  most  pressing  requisites  of 
a  program  of  farm-tax  reform. 
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FIGURE  8 


< 

UJ 

CO 

CD 

ro 

_l 

•~~ 

< 

1 

q: 

c\l 

DO^ 

Ct 

— 

U- 

C/) 

O 

a 

(n 

D 

uJ 

O 

Z)  00 

_J 

CO 

< 

> 

UJ 

(/) 

13 
1 

u 

< 

_l 

< 

> 

c/) 

-^ 

p 

Q 

UJ 

(/) 

u 

o 

I/) 

K 

< 

< 

_i 

-)c; 

_j 

< 

7 

> 

O 

n 

O 

111 

UJ 

if) 

LC 

too 

UJ 

tn 

Z 

I/) 

< 

> 

h- 

L- 

rr 

o 

UJ 

(n 

a. 

o 

u 

^ 

a. 

a: 

ooo  ooo  ooo  ooo 

ooo  ooo  ooo  ooo 

/-.        iPQl/)  ooo  iDOlD  ooo 

_.  — '  —  —  rj  <0  —   n   vj-  ivi  vt  IC 


O  555  ooo  ooo  ooo 

rr  ooo'-*-'-  ^'-^^-'-'- 

rr  _!_!_]  ooo  ooo  ooo 

v_;  ujuLj  ooo  ooo  ooo 

ID  ID  (D   IT)  o.  in  o.  p  o    in  o  IT) 

— ■  — ■  — ■  rg  o     — '  fO  >d-' 


ooo 
ooo 

in  o  in 


(Nj  in  r^    ro  IX)  ffj    fo  r>-'  o    *^  vt  to 


ooo 
ooo 
o  q  o 

OJ   sj    l£> 


ooo 
ooo 

in  o  in 
f\j'  in  r-' 


ooo 
ooo 
q  o  o 
ri  (O  (J> 


ooo 
ooo 

in  o  in 
ri  r<  d 


a  o 
z  z 
<  < 

o  o 
o  o 
o  o 

^'  to 


The  tendency  is  for  the  ratios  between  assessed  valuation  and  sales  value 
to  decline  as  the  value  of  the  properties  becomes  greater.  This  tendency  is 
particularly  evident  in  the  group  of  properties  that  appear  in  Class  A,  and  to 
a  lesser  degree  it  appears  in  the  other  groups.  (Reproduced  from  Oregon 
Agri.  Expt.  Sta.,  Bui.  223,  p.  18.) 
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RELATION  OF  THE  GENERAL  PROPERTY  TAX  TO  THE  ESTIMATED  VALUE  OF 

SELECTED  Cash-rented  Farms  in  I5  States.  1919  and  1924 

TAXES:  DOLLARS  PER  100  DOLLARS  OF  VALUE 
0  .50  1.00  1.50  200  250  3.00 

STATE  COUNTY 


WIS.  DANE 

IDAHO  ADA 

CALIF.  MERCED 

IDAHO  MADISON 

IOWA  UNION 

OHIO  FRANKLIN 

MINN  McLEOD 

IOWA  STORY 

KANS  BUTLER 

ILL  WACOUPlt-l 

S    DAK      WOODY 
NEBR         WAYNE 

as  DtP«in"E"'0'  AosicuLTuat 

In  iqiQ  taxes  per  $ioo  of  value  were  highest  among  the  counties  studied 
on  farms  in  Delaware  County,  New  York,  where  they  amounted  to  Ji.33- 
They  were  lowest  in  Wayne  County,  Nebraska,  at  28  cents.  By  1924,  Otero 
County,  Colorado,  had  taxes  of  $2.69  per  $100  of  value,  with  Delaware 
County,  New  York,  next  to  the  highest  with  taxes  of  $2.15.  Wayne  County, 
Nebraska,  was  still  lowest  with  taxes  of  62  cents. 
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TABLE  3 

T.WEs  AND  Value  of  Owner-Operated  Farms  Reporting 
Taxes  by  States,  1924 


Geographic  Division 
and  State 


United  States  : 

New  England : 

Maine 

New  Hampshire 

Vermont 

Massachusetts  . . 
Rhode  Island. . . 
Connecticut 


Middle  Atlantic  : 
New  \oxV  ■ . 
New  Jersey  • . 
Pennsylvania 


East  North  Central . 

Ohio    . 

Indiana   

Illinois 

Michigan  .... 
Wisconsin   .  — 


West  Nortk  Cetitral . 

Minnesota 

Iowa    

Missouri 

North  Dakota  .  . 
South  Dakota  . . 

Nebraska 

Kansas 


South  Atlantic  ; 

Delaware 

Maryland 

District  Columbia 

Virginia 

West  N'irginia  .  .  . 
North  Carolina  . . 
South  Carolina  •  • 

Oeorgia    

Florida    


East  South  Central . 
Kentucky  • . . . 
Tennessee    .  — 

Alabama 

Mississippi  .... 


Taxes 
reported  on 

farm  land 
and  buildings 


$1,000  dollars 
266,411 

11,772 
3.175 
1.559 
1.757 
3.496 
214 

•.571 

28,003 

13.515 

2,673 
11,815 

73.971 
16.602 

13.858 
10,916 

14.939 
17,656 

61,133 

13-943 

17.487 

6,915 

4,720 

4.131 

6.491 

7.446 

21,811 

273 

2,143 

16 

4.213 
2,782 

5.635 
'.767 
3,000 
1,982 

14,863 
4.950 
5.033 
1,749 


Value  of  land 
and  buildings 

of  farms 
reporting  taxes 


$1,000  dollars 
21,820,245 

694,414 
177,314 
75.185 
103.444 
195,656 

17.373 
125,442 

1.794.203 

9' 7,847 
156,709 
719,647 

5,078,174 
1,021,434 

698,354 
1,241,066 

813,278 
1,304,042 

5,947,602 

1,149.322 

1,833,025 

883,890 

291,348 

359,323 
803,38  J 
627,305 

2,230,891 

27,028 

178,803 

1.177 
587,064 

230,452 
496,061 
179,666 
250,882 
279,758 

1,227,206 
452.570 
449,228 
168,286 
157,122 


Taxes 

per 

;Jioo 

of  value 

Dollars 

1.22 

1.70 

79 

07 

70 

79 

23 

25 

56 

47 

71 

64 

46 

63 

98 

88 

84 

35 

03 

21 

9S 

78 

62 

'5 

81 

I 

19 

98 

01 

20 

36 

72 

21 

14 

98 

20 

71 

.21 

09 

,    I 

.12 

1    I 

.04 

1    I 

•99 
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Geographic  Division 
and  State 


IVest  South  Central . 

Arkansas  

Louisiana  . . .  • 
Oklahoma  — . 
Texas  


Mountain  : 

Montana. . . . 

Idaho  

Wyoming  . . 
Colorado  . . 
New  Mexico 
Arizona   . . . . 

Utah    

Nevada    . . . . 


Pacific  : 

Washington 
Oregon  ... 
California    . 


Taxes 
reported    on 

farm  land 
and  buildings 


17.623 

2.550 
2,065 

4.465 

8,543 


Value  of  land 
and  buildings 

of  farms 
reporting  taxes 


1,667,607 
2i3.34« 
'33,572 
289,426 

1, 03  r. 261 


11,872 

877,040 

1.882 

149,117 

2,680 

184,093 

497 

50,354 

3.296 

225,879 

600 

51.071 

744 

52,296 

1,745 

'-';.527 

428 

38,703 

25.363 

2,303,108 

4,905 

351.722 

2,574 

207,459 

17,884 

1,743.927 

Taxes  per 

Sioo 
of  valut' 


1.06 
1.20 


1-55 


'•35 

1.26 

1.46 

•99 
1.46 
1.17 
1.42 

'•39 
I.I  I 

1. 10 

'•39 
1.24 
1.03 


Taxes  and  the  Value  of  Farm  Property 

The  result  of  two  studies  of  the  relationship  between  taxes  and 
the  value  of  farm  property  will  illustrate  the  work  that  has  been 
done  on  this  portion  of  the  problem.  The  first  of  these  relating  to 
one  or  two  counties  in  each  of  15  states  is  summarized  in  Figure  9. 
The  number  of  dollars  of  taxes  per  100  dollars  of  value  is  indicated 
by  the  length  of  the  bars.  The  black  bar  shows  the  relationship  in 
1924  and  the  light  one  the  relationship  in  1919.  In  every  case  the 
1924  proportion  of  value  was  higher  than  that  in  1919  and  in  the  8 
of  the  20  counties  the  number  of  dollars  of  taxes  per  $100  of  value 
was  in  1924  more  than  twice  that  reported  in  1919. 

The  1925  Census  of  Agriculture  included  two  questions  relating 
to  taxes  paid  by  farmers.  The  results  from  these  questions  were 
not  in  all  respects  satisfactory,  both  the  enumerators  and  the  far- 
mers having  certain  difficulties  with  them.  In  the  case  of  farmers 
who  owned  and  operated  their  own  farms,  the  results  of  one  of 
these  questions  seem  to  be  reasonably  accurate.  A  tabulation  of  the 
tax  and  value  figures  reported  by  such  farmers  appears  in  Table  3. 
It  should  be  noted  that  these  figures  do  not  include  reports  from  all 
owner-operators.  They  are  a  sample  rather  than  a  complete  enu- 
meration but  they  include  90  per  cent  of  the  value  of  owner- 
operated  farm  land  of  the  country  and  44  ])er  cent  of  all  farm  land. 
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Chief  interest  will  be  directed  towards  the  last  column  of  Table  3. 
This  indicates  that  whereas  farmers  in  New  Hampshire  in  1924 
paid  in  taxes  2.1  per  cent  of  the  value  of  their  farms,  Florida  and 
Virginia  paid  0.7  per  cent.  These  figures  indicate  the  relationship 
between  taxes  and  value,  and  their  variations  from  state  to  state 
may  have  been  caused  by  unusual  conditions  in  value  of  farm  land 
as  well  as  by  high  or  low  taxes.  Figure  10  uses  the  data  that  have 
been  described  and  shows  the  relationship  of  taxes  to  value  in  each 
of  the  various  states. 

In  1924,  the  year  to  which  these  figures  refer,  the  average  num- 
ber of  dollars  paid  in  taxes  per  $100  of  farm  value  was  $1.22. 
From  1924  to  1928  farm  taxes  increased  5  per  cent  and  farm  values 
declined  10  per  cent.  On  the  basis  of  these  figures  it  may  be  esti- 
mated that  farm  taxes  in  1928  amounted  to  $1.42  for  eveiw  SlOO 
of  farm  value. 

Philip  Zoercher  (Indiana):  I  move  we  hear  the  other  papers 
and  then  take  up  the  discussion  at  the  conclusion  of  the  other  two 
papers  which  will  be  read  this  morning. 

AI.  B.  McPherson  :   I  second  that  motion. 

Chairman  Xewtox  :  There  being  no  objection,  we  will  proceed 
with  all  the  papers  first,  and  then  have  a  discussion.  You  have  had 
the  facts  presented  to  you  as  developed  by  research  agencies  con- 
cerning farm  taxation.  I  think  you  will  now  be  particularly  inter- 
ested to  know  what  a  farmer  thinks  of  them. 

The  next  speaker  upon  this  program  is  a  farmer.  He  is  not  a 
farmer  as  an  avocation  but  as  a  vocation.  When  I  went  out  to  his 
home  to  ask  him  if  he  could  appear  upon  this  program.  I  interrupted 
a  sheep-dipping  to  talk  over  the  matter.  At  the  same  time  I  would 
have  you  know  that  the  next  speaker  can  be  said  to  know  the  views 
of  farmers  at  least  as  well,  if  not  better,  than  any  other  man  in  the 
state  from  which  he  comes,  because  he  has  been  throughout  his  life 
active  in  farm  movements  and  has  been  connected  with  leading 
farm  organizations  of  the  state;  and  through  his  ability  with  his 
pen,  is  known  to  every  farm  home  as  a  continual  commentator  upon 
problems  of  interest  to  agriculture ;  so  it  is  with  pleasure  that  I 
present  Mr.  Stanley  Powell  of  Ionia,  Michigan,  whose  subject  is 
Observations  of  a  Farmer  on  His  Contributions  Towards  the  Cost 
of  Government.     Mr.  Powell. 
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OBSERVATIONS  OF  A  FARMER  ON  HIS 

CONTRIBUTIONS  TOWARD  THE 

COST  OF  GOVERNMENT 

STANLI^Y    M.    POWELL 

It  is  a  tremendous  responsiliility  to  be  the  only  actual  farmer 
upon  this  epochal  program  and  to  stand  as  the  spokesman,  not  only 
for  the  thousands  of  farmers  of  my  native  state  of  Michigan,  but 
also  for  the  millions  of  farmers  in  every  part  of  the  United  States. 

The  average  farmer  has,  for  years,  been  wallowing  in  the  slough 
of  economic  despondency.  This  is  not  the  time  or  place  to  discuss 
all  of  the  reasons  for  this  deplorable  situation.  Suffice  it  to  say 
that  when  farmers  all  over  the  nation  were  invited  by  the  late 
Secretary  of  Agriculture  Wallace  to  name  the  causes  of  their 
financial  difficulties,  they  placed  high  taxes  second  only  to  low 
prices  for  their  products  as  a  contributing  factor.  It  is  certainly 
true  today  that  antiquated  and  ill-adapted  tax  systems  comprise  one 
of  the  greatest  handicaps  standing  in  the  way  of  profit  in  agri- 
culture. 

The  most  encouraging  thing  that  I  can  think  of  in  this  whole 
situation  is  that  the  National  Tax  Association  has  realized  that 
there  is  a  serious  farm-tax  problem  and  has  set  itself  to  the  task  of 
carefully  investigating  the  causes  and  possible  remedies. 

Were  I  speaking  to  a  Michigan  audience,  I  should  naturally  go 
into  considerable  detail  as  to  how  the  tax  situation  in  our  own  state 
might  be  improved,  but  I  well  realize  that  conditions  vary  widely 
from  state  to  state,  and  I  shall,  therefore,  make  my  observations  and 
suggestions  general  in  character  and  national  in  scope.  Fortunately 
for  me,  my  duty  here,  as  the  unofficial  interpreter  of  the  dirt  farmers 
of  the  nation,  does  not  require  that  I  attempt  to  present  for  your 
consideration  a  complete  program  of  tax  reform  witli  the  assurance 
that  this,  and  only  this,  will  meet  the  wishes  of  the  agricultural  por- 
tion of  our  population. 

Rural  America  long  ago  discovered  that  individual  effort  is  not 
sufficient  for  the  purpose  of  solving  many  of  the  problems  which 
face  our  industry,  particularly  those  problems  which  have  a  public 
aspect.  I  would  not  properly  reflect  the  sentiment  of  the  people  of 
whom  I  am  one  if  I  did  not  say  that  we  expect  our  State  and 
National  Granges,  Farm  Bureau  Federations,  Farmers'  Unions  and 
other  similar  organizations  to  protect  our  interests  upon  precisely 
the  sort  of  question  that  is  before  this  body  today.  Through  the 
medium  of  organization  we  make  known  our  difficulties  and  needs. 
Long  years  of  experience  have  shown  that  in  the  great  majority  of 
cases  relief  ultimatelv  comes  from  these  channels. 
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Farm  Taxes  Skyrocket  While  Income  Shrinks 

As  I  see  it,  my  task  today  is  to  help  you  to  a  fuller  understanding 
of  the  nature  of  the  farmer's  tax  difticulties.  The  facts  of  the  case 
have  already  been  stated  by  Dr.  Coombs,  and  I  am  sure  we  are  all 
greatly  indebted  to  him  for  liis  excellent  paper.  To  a  farmer,  the 
present  high  rate  of  taxation  and  the  rapidity  with  which  taxes  are 
mounting  is  utterly  appalling.  In  many  instances  the  annual  in- 
creases are  equal  to  the  total  taxes  of  former  years.  The  increases 
have  been  accompanied  by  a  pronounced  drop  in  farm  incomes  and 
the  sale  value  of  farm  property.  The  National  Industrial  Confer- 
ence Board  reports  that  taking  1913  as  the  index  year,  farm  taxes 
have  increased  from  100  to  258  for  the  crop  year  1927-28.  This 
same  high  authority  also  states  that  for  the  crop  year  1919-20 
farmers  paid  a  tax  of  $388,000,000  out  of  a  gross  income  of  $15.- 
000.000.000.  However,  while  the  farmers"  incomes  had  shrunk  to 
$12,000,000,000  for  the  year  1927-28,  farm  taxes  skyrocketed  to 
$654,000,000.  The  trend  seems  to  be  from  bad  to  worse.  The 
alarming  increases  both  in  delinquency  and  tax  title  sales  are  fur- 
ther indications  as  to  the  seriousness  of  the  situation. 

The  first  and  most  natural  reaction  to  this  state  of  affairs  is  for 
the  farmer  to  conclude  that  taxes  are  too  high — that  government  is 
costing  too  much — and  he  finds  ample  evidence  on  every  hand  to 
confirm  his  belief.  Frequently  his  local  school  is  managed  by  men 
who  have  no  knowledge  of  educational  affairs  and  whose  chief  in- 
terest seems  to  be  to  see  that  the  teacher  is  hired  from  within  the 
locality,  regardless  of  her  qualifications  for  the  position.  He  some- 
times sees  totally  untrained  men  squandering  public  funds  by  at- 
tempting to  maintain  local  roads  without  the  slightest  knowledge  of 
the  engineering  principles  involved.  Police  protection  is  divided 
between  township,  county,  state  and  federal  officers,  each  jealous  of 
the  other.  If  he  lives  near  a  city,  a  fifth  police  force  may  have 
jurisdiction  over  him.  Similar  duplication  may  exist  among  health 
authorities  and  in  the  oversight  of  the  indigent  and  afflicted.  All 
such  duplication  is  expensive  and  inefficient. 

From  the  county-seat  frequently  comes  word  of  friction  between 
the  coroner,  the  prosecuting  attorney  and  the  sheriff,  each  elected 
by  popular  vote  and  each  seeking  the  sordid  glory  which  attaches  to 
the  apprehension  of  the  murderer.  At  tax  time  he  finds  his  assess- 
ment in  the  hands  of  untrained  elective  officers,  many  of  whom  do 
not  know  their  duties  and  almost  none  of  whom  are  free  to  apply 
the  statutory  measures  for  valuation  without  regard  for  political 
considerations.  If  he  is  dissatisfied  with  his  original  assessment, 
he  has  the  privilege  of  appealing  to  a  board  of  review  whose  mem- 
bers are  likely  to  be  even  less  competent  than  the  original  assessor. 

When  he  pays  his  taxes,  he  may  find  that  an  extra  one  per  cent 


252  XATIOXAL  TAX  ASSOCIATIOX 

or  more  has  been  added  as  a  collection  fee.  This  pays  for  the 
luxury  of  having  the  collection  made  by  a  township  or  other  similar 
local  official,  although  for  a  two-cent  postage  stamp  he  could  have 
mailed  his  payment  direct  to  the  county-seat,  as  is  now  being  done 
in  about  three-fourths  of  the  states.  The  studies  of  Prof.  M.  Slade 
Kendrick  of  Cornell  University  have  shown  the  economy  of  having 
the  county  the  smallest  unit  for  tax  collection. 

Efficiency  Demands  Constant  Pruning  of  Dead  Timber 

Is  it  either  reasonable  or  just  that  farmers  pay  new  taxes  to  pro- 
vide the  more  complex  public  services  which  the  present-day  de- 
mands and  at  the  same  time  maintain  a  host  of  antiquated  official 
positions  which  exist  primarily  because  our  forefathers  created  them 
in  the  days  of  ox-carts  and  birch-bark  canoes?  Why  not  eliminate 
this  dead  timber  ?  Could  we  not  create  administrative  units  for 
rural  schools  that  are  large  enough  to  warrant  the  employment  of 
trained  educators  for  their  management?  Why  not  substitute  county 
highway  engineers  for  township  and  precinct  highway  commis- 
sioners, and  pathmasters?  Might  we  not  allow  the  state  police  to 
take  over  the  chief  functions  of  our  local  peace  officers  and  put  an 
end  to  the  costly  farce  by  which  a  fugitive  may  escape  arrest  by 
slipping  across  a  county  line  ?  Why  maintain  disgracefully  unsani- 
tary and  unsafe  jails  and  lockups  in  rural  neighborhoods  where  they 
are  seldom  used  and  never  fit  for  use,  when  regional  jails  or  state 
penal  farms  can  be  operated  at  less  cost  and  with  greater  regard  for 
the  health  of  inmates?  Is  it  not  a  bad  policy  to  encourage  indigents 
to  play  upon  the  sympathies  of  first  one  public  officer  and  then  an- 
other? Why  not  eliminate  the  office  of  coroner  entirely,  possibly 
b)  transferring  the  duties  of  this  office  to  the  prosecuting  attorney? 
Could  we  not  sul)stitute  appointive  officers  serving  on  a  merit  basis 
for  the  host  of  elective  local  officials  whose  duties  are  purely  admin- 
istrative ? 

In  a  word,  why  not  review  the  whole  field  of  local  rural  govern- 
ment with  an  eye  to  eliminating  useless  offices,  duplication  of  effort 
and  an  excessive  number  of  local  districts  too  small  for  economical 
operation?  Of  all  our  public  institutions,  the  machinery  of  local 
government  in  rural  districts  is  most  hopelessly  out  of  date.  The 
Joint  Committee  on  Taxation  and  Retrenchment  of  the  State  of 
Xew  York  has  shown  that  local  government  in  the  Empire  State 
has  undergone  almost  no  change  since  Revolutionary  times.  Such 
change  as  there  has  been  has  come  in  the  form  of  addition  of  new 
services  rather  than  the  lopping-off  of  old  ones.  In  a  tree,  new 
growth  is  desirable,  but  constant  pruning  of  dead  wood  and  over- 
lapping branches  is  necessary  to  prevent  it  from  becoming  topheavy. 
The  degree  to  which  modern  invention  and  public  advance  are 
facilitating  transportation   and   communication   and  thus   lessening 
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the  limitations  of  time  and  space,  demands  continual  readjustment 
in  all  phases  of  our  life,  including  our  political  and  fiscal  policies. 
The  ever-present  tendency  toward  complication  must  be  met  by  a 
constant  effort  toward  simplification,  consolidation  and  efficiency. 

The  Consolidation  of  Rural  Schools 

Right  here  would  be  a  logical  place  to  comment  regarding  the 
consolidation  of  rural  school  districts,  but  I  tread  on  this  ground 
with  caution.  In  many  communities  ill-advised  consolidations  have 
been  carried  out  which  have  had  undesirable  reactions  and  have 
consequently  regrettably  retarded  the  trend  toward  proper  consoli- 
dation. No  consolidation  should  be  effected  without  first  giving 
careful  consideration  to  such  factors  as  the  valuation  of  the  pro- 
posed district,  the  cost  of  the  required  school  building  and  equip- 
ment, the  expense  of  transporting  pupils  and  for  teachers'  salaries 
and  the  resulting  tax  rate.  Where  this  arrangement  is  being  en- 
tered into  deliberately  and  intelligently  it  is  proving  economical  and 
gratifying  both  to  parents  and  taxpayers. 

Such  consolidation  reduces  the  number  of  teachers  and  school 
officers  required  to  serve  a  given  area  and  should  result  in  an  im- 
proved quality  of  service  at  a  lessened  expense.  In  considering  this 
question  of  consolidation,  let  us  divorce  from  it  entirely  the  matter 
of  a  materially  altered  type  of  service.  Consolidation,  in  its  simplest 
form,  does  not  imply  more  than  a  graded  school. 

There  is  a  temptation  to  deal  in  further  detail  with  this  matter 
of  the  desirability  of  more  efficient  and  economical  local  govern- 
ment, but  time  forbids.  The  second  avenue  by  which  we  may 
progress  toward  the  goal  of  tax  relief  is  that  of  improved  machinery 
for  the  administration  of  the  general  property  tax.  There  are  im- 
portant evidences  that  down  this  road  lies  the  cure  for  a  portion  of 
unnecessarily  high  farm  taxes.  Unbusiness-like  methods  prevail  in 
many  public  offices.  Taxes  and  bond  issues  are  frequently  voted 
without  a  sufficient  understanding  of  the  purposes  for  which  the 
funds  are  supposed  to  be  used  and  with  still  less  certainty  as  to  how 
they  will  be  used.  One  of  the  greatest  aids  to  the  conduct  of  our 
local  governmental  units  on  a  business  basis  would  be  for  the  state 
to  make  compulsory  a  system  of  standard  forms  for  budgets  and  to 
require  uniform  accounting  and  to  provide  for  hearings  and  review 
on  local  budgets  and  bond  issues. 

We  Need  More  "Daylight  Government" 

One  of  the  campaign  slogans  of  Michigan's  present  Governor  was 
"  Daylight  Government."  We  need  more  daylight  shed  around  the 
handling  of  all  our  public  funds.  In  Michigan  the  greater  part  of 
all  farm  taxes  are  spent  through  agencies  which  are  never  subject 
to  audit  by  the  state.     New  legislation  providing  for  audits  upon  the 
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appeal  of  taxpayers  has  been  rendered  ineffective  through  the  failure 
of  the  Legislature  to  appropriate  funds  needed  to  carry  on  the  work. 
This  condition  is  obviously  indefensible.  All  public  money  should 
be  left  where  it  would  be  available  for  audit  at  any  time  by  properly 
constituted  authorities,  preferably  state  officers. 

]\Iost  assuredly  there  is  need  for  greater  publicity  in  the  prepara- 
tion of  local  tax  budgets  and  for  adequate  machinery  to  see  that  the 
budgets  once  established  are  respected  by  our  local  officers.  The 
business  of  secretly  transferring  funds  from  one  office  to  another 
should  be  stopped  and  emergency  appropriations  should  be  made 
with  the  same  publicity  and  formality  that  surround  the  making  of 
the  original  budget. 

Farmers  throughout  the  nation  have  heard  of  the  so-called  "  In- 
diana Plan  "  of  controlling  bond  issues  and  budgets.  It  is  known 
that  farm  organizations  in  the  states  of  Indiana  and  Iowa,  where 
the  "  Indiana  Plan  "  is  operating,  are  pleased  on  the  whole  with 
the  results  that  have  been  obtained  under  it.  Farm  leaders  in  other 
states  are  carefully  studying  the  system  to  determine  whether  it  con- 
tains the  germ  of  an  idea  which  can  be  transplanted  and  made  to 
flourish  in  new  locations.  Farmers  are  in  a  frame  of  mind  to  wel- 
come any  well-considered  legislation  which  gives  promise  of  insur- 
ing greater  efficiency  and  economy  in  the  use  of  public  funds. 

I  realize  that  in  this,  the  farmer  is  at  one  with  most  other  classes 
of  taxpayers  and  with  the  great  majority  of  public  officials.  It  is 
because  of  this  general  sentiment  that  taxpayers  have  organized 
into  associations  in  a  number  of  states  and  it  is  notable  that  farm 
organizations  have  actively  associated  themselves  with  these  asso- 
ciations in  Indiana,  California  and  elsewhere.  In  many  states,  in- 
cluding ^lichigan,  the  Legislature  has  provided  for  an  appointive 
commission  of  the  ablest  and  most  experienced  men  available,  to 
make  a  thorough  analysis  of  tax  conditions  and  recommend  to  the 
Governor  and  the  Legislature  such  reforms  as  they  deem  advisable. 

Why  Rural  Assessments  Are  Too  High 

Xext  to  seeking  means  to  control  the  total  volume  of  public  ex- 
penditures, the  average  farmer  is  perhaps  most  concerned  with 
securing  equitable  treatment  under  the  general  property  tax.  I  have 
already  referred  to  the  evidence  of  gross  inequalities  in  valuation 
which  regularly  exist  before  his  very  eyes.  I  need  hardly  add  that 
farmers  as  a  class  are  thoroughly  convinced  that  rural  valuations 
are  on  a  higher  plane,  generally,  than  those  on  most  other  classes 
of  property.  I  appreciate  that  this  is  a  delicate  subject  to  discuss 
before  such  a  group  as  is  gathered  here,  but  I  see  no  reason  why 
we  should  blink  at  the  facts. 

Farm  values  are  subject  to  similar  influences  over  a  wide  area. 
One  farmer's  adversities  are  likely  to  be  shared  in  some  measure  by 
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most  of  his  neighbors.  In  contrast,  urban  values  shift  variously. 
One  city,  or  one  part  of  a  city,  or  even  one  street,  may  be  advancing 
in  value  while  another  city  or  street  is  dropping.  The  tendency  of 
assessors,  however,  is  to  allow  assessed  valuations  to  remain  station- 
ary for  considerable  stretches  of  time.  Wholesale  changes  in  valua- 
tions lead  to  complaints,  and  complaints  lead  to  defeat  at  the  polls. 
Most  assessors  seem  to  agree  with  the  Michigan  assessor  who  said, 
"  As  long  as  the  taxpayer  is  satisfied.  I'm  satisfied."  The  net  result 
of  this  situation  is  the  development  of  inequalities  both  in  the  city 
and  in  the  country,  but  with  this  difference :  farm  assessments  as  a 
group  tend  to  vary  in  the  same  direction  at  the  same  time,  while 
city  assessments  vary  among  themselves,  some  being  high  while 
others  are  low.  There  is  perhaps  an  equal  amount  of  inequality  in 
the  cities,  but  the  average  assessment  level  of  the  city  is  likely  to  be 
more  stable,  except  in  rapidly-growing  communities  or  in  cities  that 
are  definitely  on  the  down-grade. 

It  is  my  personal  opinion  that  in  former  years,  when  farm  values 
were  steadily  advancing,  rural  lands  were  frequently  under-assessed 
and  that  during  the  present  period  of  falling  farm-land  values  the 
same  lands  are  quite  generally  over-assessed.  I  believe  that  this 
condition  is  fully  known  to  state  tax  commissioners  and  state  boards 
of  equalization  and  that  the  major  reason  for  its  continuance  lies  in 
the  fact  that  the  members  of  these  boards  do  not  have  in  practice 
the  power  they  have  in  theory  to  make  their  determinations  of  value 
purely  upon  the  basis  of  the  facts  as  they  know  them. 

In  many  instances  these  boards  are  hampered  by  laws  which  pre- 
vent their  placing  their  increases  and  decreases  where  they  believe 
they  belong.  In  Michigan,  the  State  Board  of  Equalization  has 
power  only  to  revise  the  total  valuations  of  counties,  so  that  their 
favors,  like  the  showers  from  above,  fall  both  upon  the  just  and  the 
unjust. 

T.\x  Commissioners  Should  Be  Granted  ]\Iore  Power 

I  believe  that  the  inability  of  most  state  tax  commissions  to  exer- 
cise a  reasonable  degree  of  control  over  local  assessors  is  also 
primarily  responsible  for  the  inequalities  in  assessments  which  exist 
between  neighbors.  If,  by  some  means,  we  might  obtain  a  body  of 
assessors  responsible  solely  to  the  state  tax  commissioners  and 
secure  in  office  for  as  long  as  they  ably  and  honestly  discharge  their 
duties  under  the  supervision  of  the  commissioners,  that  would  be 
the  ideal  arrangement,  provided  the  commissions  themselves  can 
be  placed  upon  a  sound  basis.  In  Michigan,  not  more  than  a  half- 
dozen  commissioners  have  ever  served  out  a  full  six-year  term  of 
office  since  the  commission  was  first  established.  The  thought  sug- 
gests itself  that  the  tax  commissioners  should  be  made  constitutional 
officers,  removable  only  by  impeachment  before  the  Legislature. 
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That  the  system  of  annual  assessment  of  farm  property  by  the 
rural  supervisors,  as  is  practiced  in  ^Michigan  and  some  other  states, 
is  largely  a  farce  is  indicated  by  the  high  percentage  of  assessments 
that  remain  unchanged  from  year  to  year.  Copying  tax  rolls  from 
those  of  previous  years  is  a  practice  w-hich  unfortunately  is  not 
confined  to  Michigan.  A  careful,  unprejudiced  assessment  made 
once  in  four  years  would  be  superior  to  our  present  superficial 
annual  appraisals. 

I  am  aware  that  this  Association  has  frequently  placed  itself  on 
record  as  favoring  substantially  the  sort  of  program  with  regard  to 
assessment  reform  that  I  have  outlined.  It  is  my  own  belief  that 
farm  leaders  should  give  careful  thought  to  the  findings  of  your 
various  committees  which  have  reported  on  this  subject,  for  they 
will  most  certainly  find  in  these  reports  the  basis  for  a  very  impor- 
tant form  of  farm  tax  relief. 

Coordinate  in  importance  with  the  matter  of  assessment  is  that 
of  review  and  equalization.  The  machinery  and  method  for  this 
process  varies  from  state  to  state,  but  certainly  it  is  a  most  necessary 
function  to  prevent  discrimination  and  injustice  between  the  various 
classes  of  property  and  between  districts. 

Local  Roads  Deserve  State-Aid 

I  have  attempted  to  give  you  a  farmer's  impressions  as  to  the 
need  for  patching  up  the  existing  system  of  assessing,  collecting  and 
spending  public  funds.  It  now  remains  to  go  farther  afield  and 
consider  the  more  heroic  task  of  revising  and  revamping  the  present 
system  of  raising  governmental  revenues.  When  the  farmer  anal- 
yzes his  tax  receipt  he  finds  that  two  items  comprise  the  major 
portion  of  the  total.     These  are  highway  and  school  taxes. 

There  is  a  growing  conviction  among  farmers  that  an  increased 
share  of  the  cost  of  highway  construction  and  maintenance  .should 
be  paid  by  the  motorists,  since  they  are  the  persons  most  directly 
benefited.  This  logical  and  equitable  distril)ution  of  highway  costs 
is  made  possible  through  the  taxes  now  levied  on  gasoline  sales  and 
through  the  licensing  of  motor  vehicles.  In  Michigan  this  dual 
form  of  motor  taxation  is  proving  satisfactory  in  so  far  as  the  State 
is  concerned  and  in  addition  considerable  revenue  is  diverted  to  the 
counties.  However,  no  appreciable  relief  has  as  yet  come  back  to 
the  townships  to  assist  the  property  owners  in  the  construction  and 
maintenance  of  their  side  roads. 

It  is  hard  for  the  farmer  to  see  the  justice  of  this  arrangement. 
He  knows  that  the  principal  travel  upon  the  state  and  county  trunk- 
line  highways  originates  in  the  cities.  Even  before  the  great  in- 
crease in  motor-vehicle  taxation  it  was  customary  for  the  cities  to 
participate  in  building  the  highways  which  led  into  the  surrounding 
countrv.     With  the  advent  of  these  new   funds  there  has  been  a 
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general  extension  of  these  roads,  l)ut  the  fact  remains  that  they  are 
now  as  always  primarily  of  benefit  to  the  cities.  In  fact  it  is  not 
unusual  for  the  farmer,  city-bound  with  farm  products,  to  be  or- 
dered ofif  the  main  highways  for  obstructing  traffic.  One  Michigan 
farmer  adequately  summed  up  the  situation  as  many  of  his  fellows 
see  it  when  he  said,  "  I'm  not  interested  in  the  kind  of  surface  they 
put  on  these  new  roads.  What  I'm  interested  in  is  the  ditches. 
That's  where  I  am  most  of  the  time.'" 

]\Ieanwhile  the  farmer  pays  the  full  motor-vehicle  license  fee, 
although  his  farm  and  his  truck  are  unable  to  operate  at  certain 
seasons  of  the  year,  because  the  side  roads  which  he  must  maintain 
at  local  expense  have  become  impassable  and  he  has  no  opportunity 
of  reaching  the  main  traveled  arteries.  In  addition,  poor  side  roads, 
which  he  cannot  afford  to  keep  in  better  condition,  cause  an  exces- 
sive use  of  gasoline  per  mile  traveled.  As  a  result  the  gas  tax  which 
he  pays  for  the  improvement  of  the  state  roads  is  made  all  the 
greater  through  his  inability  to  afford  the  cost  of  better  side  roads. 

In  view  of  these  circumstances  it  would  appear  reasonable  that 
the  farmer  should  be  relieved  of  part  at  least  of  his  present  local 
road  expense,  either  through  removing  a  greater  mileage  from  the 
local  control  and  placing  the  responsibility  for  its  maintenance 
upon  the  larger  jurisdictions,  or  through  returning  a  portion  of  the 
auto  tax  receipts  for  use  on  the  side  roads.  The  state  of  New  York 
has  taken  an  important  step  in  the  direction  suggested  here  and  the 
farmers  of  other  states  are  calling  for  similar  action.  In  Michigan, 
the  Thomson  Bill,  sponsored  by  the  Farm  Bureau,  proposes  the 
return  of  one-third  of  the  gas-tax  receipts  for  use  on  township  roads, 
under  the  joint  supervision  of  the  county  and  township  authorities. 

The  National  Tax  Association  has  rendered  invaluable  service 
through  its  studies  of  the  problems  involved  in  the  levy  and  collec- 
tion of  special  taxes  on  highway  users.  It  is  to  be  hoped  that  fur- 
ther attention  will  be  given  to  the  question  of  an  equitable  distribu- 
tion of  these  funds,  so  that  all  classes  and  all  units  of  government 
will  be  properly  considered.  The  country  as  a  whole  has  been  tre- 
mendously benefited  by  the  development  of  a  network  of  through 
roads  and  it  is  quite  obvious  that  this  work  has  by  no  means  been 
completed.  However,  the  time  has  arrived  when  the  rights  of  the 
great  classes  of  motorists  who  make  but  infrequent  use  of  the 
trunkline  highways  must  also  be  recognized. 

Education  is  a  State,  Not  a  Local  Problem 

The  second  costly  item  appearing  on  the  farmer's  tax  receipt  is 
that  for  schools.  As  we  approach  this  phase  of  the  subject  we 
should  first  agree  that  education  is  not  a  local,  but  a  state  proposi- 
tion.    Indeed,  in  many  of  its  aspects  it  is  national  in  scope. 

In  many  rural  sections,  the  title  "  local  school  tax  "  is  in  realitv 
17 
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a  misnomer.  The  so-called  local  rural  school  is  often  a  school 
established  pursuant  to  state  law  and  operated  down  to  the  last 
minute  details  under  state  supervision.  Courses  of  study,  length  of 
school  term,  ages  of  compulsory  attendance,  qualifications  of  teach- 
ers, minimum  salaries  of  teachers,  heating  equipment,  lighting  and 
ventilating  devices  —  all  of  these  and  many  other  items  are  fre- 
quently dictated  from  the  State  Capitol. 

Evidence  is  abundant  that  in  many  states  the  rural  school  districts 
cannot  meet  even  the  lowest  standards  of  the  state  without  resorting 
to  taxation  at  confiscatory  rates.  In  Michigan,  there  are  280  grade 
school  districts — districts  without  high  schools — where  the  tax  rate 
for  school  purposes  alone  runs  from  $30  to  $60  per  thousand  of 
assessed  valuation.  These  figures  are  especially  significant  when  it 
is  remembered  that  the  United  States  Census  has  listed  Michigan 
among  those  states  where  assessed  valuations  are  most  nearly  equal 
to  true  values.  In  Indiana,  a  special  fund  set  up  to  relieve  districts 
with  school  taxes  in  excess  of  $10  per  thousand  has  been  bankrupted. 

Farmers,  the  country  over,  feel  the  injustice  of  an  arrangement 
whereby  the  state,  by  regulatory  legislation,  largely  determines  the 
cost  of  rural  schools,  but  does  not  take  appropriate  measures  to 
equalize  the  resulting  tax  burdens.  It  is  true  that  most  states  do 
advance  some  form  of  aid  to  local  districts,  but  these  funds  do  not 
equalize  the  remaining  burdens,  as  a  rule.  Some  of  the  money  is 
held  out  as  bait  to  encourage  the  local  district  to  raise  more  and 
more  money  in  local  taxes.  Most  of  the  rest  is  divided  equally  on 
the  basis  of  school  attendance,  or  the  number  of  children  of  school 
age  residing  in  the  district.  Neither  plan  gives  consideration  to 
varying  educational  costs  or  to  differences  in  the  taxable  wealth  of 
the  various  districts. 

This  is  not  a  problem  which  concerns  the  farmer  alone,  but  it  is 
one  which  hits  him  on  a  very  vulnerable  spot.  Educational  costs 
are  regularly  higher  per  unit-of-service  in  rural  communities  than 
in  cities.  The  scattered  character  of  the  farm  population  requires 
either  a  larger  number  of  teachers  in  proportion  to  the  number  of 
pupils,  or  the  concentration  of  pupils  from  wide  areas  into  a  few 
central  school  plants.  In  the  latter  case  there  is  a  new  item  of  cost 
for  transportation.  At  the  same  time  that  costs  are  high  in  the 
country,  the  general  experience  is  that  the  taxable  wealth  per  child 
is  distinctly  less  in  farming  sections  than  in  urban  centers. 

Rural  School  Children  Grow  into  Urb.\x  Citizens 

The  situation  is  further  aggravated  by  the  fact  that  while  the 
rural  districts  bear  an  excessive  expense  in  educating  their  chil- 
dren, a  considerable  proportion  of  the  graduates  of  rural  schools 
migrate  to  the  centers  of  population  when  they  reach  a  productive 
age.  As  the  farmer  sees  it,  he  is  over-charged  in  the  first  instance, 
and  then  loses  most  of  what  he  paid  for. 
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Here  again,  New  York  stands  out  among  the  states  which  are 
making  the  most  serious  efforts  to  solve  the  farmer's  tax  difficulties. 
The  New  York  school  law  is  of  a  type  which  tends  to  guarantee  a 
respectable  degree  of  educational  opportunity  for  each  child,  while 
protecting  taxpayers  from  excessive  local  burdens.  The  New  York 
law  does  not  forbid  any  district  from  spending  such  sums  as  it  may 
desire  for  educational  purposes,  but  it  does  provide  a  reasonable 
sum  to  all  districts  without  the  levy  of  excessive  taxes. 

In  Michigan,  the  State  Grange  has  made  a  careful  study  of  this 
situation,  which  is  so  vital  to  its  membership,  and  has  been  com- 
mendably  active  in  behalf  of  measures  intended  to  alleviate  the 
inequalities  of  the  present  situation.  The  Grange  actively  sup- 
ported the  Turner  Bill  in  the  last  session  of  our  Legislature  and 
deserves  considerable  credit  for  its  adoption.  This  new  law  is  in- 
tended to  provide  sadly-needed  State  aid  to  the  poorer  primary 
school  districts. 

I  believe  this  also  is  a  subject  which  should  receive  the  careful 
study  of  the  National  Tax  Association.  In  its  larger  aspects  it  in- 
volves the  question  of  whether  the  more  general  branches  of  gov- 
ernment should,  by  indirection,  set  the  cost  of  services  which  the 
subordinate  jurisdictions  must  render  and  then  calmly  sit  back  and 
permit  the  more  unfortunate  localities  to  fry  in  their  own  juice. 
Can  the  State  legitimately  fix  minimum  costs  on  a  plane  entirely 
above  the  ability  of  the  poorer  districts  to  pay  and  then  confiscate 
the  property  of  the  inhabitants  because  they  do  not  pay?  It  seems 
to  me  that  this  is  a  question  well  worthy  of  your  most  thoughtful 
consideration. 

There  has  been  a  tendency  in  some  quarters  to  view  this  situation 
complacently  and  to  murmur  that  it  is  merely  a  question  of  the 
survival  of  the  fittest — that  these  poorer  farmers  ought  to  be  elimi- 
nated, anyway.  This,  gentlemen,  amounts  to  nothing  less  than  the 
subversion  of  taxation  to  serve  as  a  potent  leverage  for  altering  the 
existing  social  order,  it  differs  from  Socialism  only  in  that  it 
advocates  beginning  on  the  minnows  instead  of  the  whales.  It  is  a 
dangerous  doctrine  to  turn  loose  in  the  world  with  official  sanction 
and  may  lead  to  most  regrettable  consequences  to  all  who  share  with 
the  farmer  his  firm  belief  in  the  principle  of  private  ownership  of 
property.  If  there  are  submarginal  farming  communities,  let  us 
deal  with  them  in  a  frank  and  open  manner.  But  above  all,  let  us 
not  corrupt  our  tax  system  by  using  it  deliberately  as  a  club  with 
which  to  strike  either  the  rich  or  the  poor. 

New  Revenues  Should  Lighten  Old  Tax  Burdens 

Perhaps  I  have  surprised  some  of  you  by  proceeding  thus  far 
without  once  referring  to  the  question  of  new  sources  of  revenue. 
That  is  a  subject  which  I  have  purposely  avoided  until  now.     I  be- 
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lieve  that  the  problem  of  new  revenues  should  not  be  considered 
until  it  is  first  determined  how  much  new  revenues  are  absolutely 
needed  and  what  jurisdictions  will  require  them.  Recent  years 
have  witnessed  two  significant  movements  —  the  increase  in  local 
government  costs  and  the  development  of  new  sources  of  revenue 
by  the  state  central  governments.  Frequently  state  funds  were 
spent  to  secure  new  services,  while  property  owners  were  hard  put 
to  it  to  meet  the  constant  increases  in  local  tax  bills.  The  result 
has  been  a  general  belief  among  farmers  and  others  that  new  taxes 
did  not  lighten  old  burdens,  but  only  added  new  ones. 

Farmers  share  with  their  city  cousins  a  repugnance  for  any 
measure  which  seems  to  let  down  the  bars  for  more  spending  of 
public  funds,  but  I  have  attempted  to  outline  to  you  two  important 
points  at  which  farm-tax  relief  is  entirely  dependent  upon  the 
creation  of  new  state  revenues  which  can  be  used  to  reduce  present 
local  tax  burdens.  I  believe  the  farmer  is  ready  to  support  new  tax 
measures  if  he  can  be  assured  that  the  proceeds  will  lighten  his 
local  highway  or  school  taxes  or  be  put  to  similar  uses. 

Adam  Smith,  the  great  economist,  in  his  classic  work,  "  The 
Wealth  of  Nations,"  lays  down  the  following  as  one  of  the  funda- 
mental principles  of  equitable  and  sound  taxation :  ''  The  subjects 
of  every  state  ought  to  contribute  toward  the  support  of  the  gov- 
ernment as  nearly  as  possible  in  proportion  to  their  respective 
abilities." 

Mr.  Smith  evidently  realized  that  even  though  we  practice  the 
utmost  governmental  economy,  we  shall  still  be  confronted  with  the 
necessity  of  raising  large  amounts  to  provide  funds  for  all  the 
various  activities  which  people  demand  of  government.  But  the 
significant  feature  of  this  principle  which  he  lays  down  is  that  the 
issue  of  first  importance  is  to  secure  a  fair  distrihuiion  of  the  tax 
burden.  The  general  property  tax  as  at  present  applied  fails  utterly 
to  measure  up  to  this  standard  when  relied  upon  as  the  chief  source 
of  state  and  local  revenue.  In  Michigan  it  is  so  hopelessly  out- 
grown that  real  estate,  which  constitutes  but  35  per  cent  of  the  total 
wealth,  is  paying  more  than  80  per  cent  of  the  total  taxes.  The 
other  65  per  cent  of  our  wealth  escapes  with  less  than  20  per  cent 
of  the  total  tax  load.  This  situation  is  obviously  unfair.  Just  be- 
cause a  certain  class  of  property  is  tangible  and  cannot  be  concealed 
is  no  sound  reason  for  taxing  it  up  to  or  beyond  its  earning  power. 
Taxes  should  be  levied  because  of  a  man's  ability  to  pay,  not  be- 
cause of  his  inability  to  escape  payment. 

It  seems  quite  evident  that  the  purpose  of  taxation  should  not  be 
either  to  punish  or  benefit  any  particular  class  or  individual,  but  to 
provide  revenue  for  the  conduct  of  our  various  governmental  units 
and  activities.  When  a  situation  develops  so  that  any  one  class  of 
our  citizenship  is  bearing  a  disproportionate  share  of  the  load  it  is 
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high  time  that  a  reform  should  be  instituted  to  bring  our  method 
of  taxation  up  to  date  and  make  it  meet  present  conditions  with  a 
reasonable  degree  of  justice. 

Tax-Pa YixG  Ability  is  Measured  by  Net  Ixcome 

Farmers  and  urban  businessmen  realize  today  as  never  before 
that  an  individual's  prosperity  and  tax-paying  ability  is  measured 
by  his  profits,  not  by  his  inventory  or  physical  holdings.  It  cannot 
be  denied  that  a  carefully-prepared  income  tax  is  the  most  equitable 
tax  yet  devised.  It  accurately  measures  the  individual's  ability  to 
pay.  It  is  extremely  flexible  from  year  to  year,  reflecting  precisely 
the  financial  fortunes  of  each  taxpayer.  An  income  tax  never  con- 
fiscates any  man's  property.  In  lean  years  it  does  not  howl  like  a 
devouring  wolf  at  the  door  as  does  the  property  tax. 

The  record  of  the  National  Tax  Association  in  supporting  the 
principle  of  income  taxation  is  long  and  well  known.  Yet  I  want 
to  give  warning  that  the  farm  sentiment  in  favor  of  income  taxation 
is  by  no  means  satisfied  with  the  progress  that  has  been  made  up 
to  the  present.  Our  farmers  w'ill  not  be  content  with  an  income  tax 
which  represents  but  an  insignificant  proportion  of  the  total  state 
and  local  revenues.  Instead,  they  look  forward  to  the  day  when 
income  taxes  will  supplant  the  property  tax  as  the  chief  source  of 
revenue.  They  are  aware  that  it  required  the  intervention  of  the 
Federal  government  to  bring  the  inheritance  tax  to  its  present 
highly  productive  state  and  they  are  going  to  demand  that  means 
be  devised  for  increasing  the  revenue  possibilities  of  state  income 
taxes  without  creating  a  situation  wherein  a  few  backward  states 
can  offer  an  asylum  to  wealth  which  seeks  to  evade  the  levy. 

It  often  appears  that  farmers  and  other  sober-minded,  law-abiding 
citizens  pay  taxes  way  beyond  the  benefits  received  or  their  finan- 
cial ability  as  measured  in  net  income.  Meanwhile,  thousands  of 
reckless,  law-breaking  individuals  pay  no  taxes,  although  they 
directly  and  indirectly  cause  the  various  units  of  government  a  large 
amount  of  expense.  This  is  a  situation  w-hich  is  admittedly  difficult 
to  remedy,  but  which  should  be  ever  kept  in  mind  in  outlining  our 
fiscal  policies.  Perhaps  some  form  of  a  poll  tax  might  to  a  slight 
degree  meet  this  perplexing  problem. 

The  experience  of  a  number  of  states  has  shown  convincingly 
that  a  considerable  amount  of  revenue  may  be  derived  through 
taxes  on  such  non-essentials  as  tobacco,  soft  drinks,  cosmetics, 
amusements,  etc. 

Our  various  units  of  government  are  today  rendering  without 
charge  or  at  a  nominal  fee  a  great  variety  of  special  services  of  a 
protective  and  development  nature.  The  full  expense  of  these  in- 
spections and  certifications  and  other  forms  of  special  service  might 
very  properly  be  charged  to  those  directly  benefited.  This  would 
mean  a  material  saving  to  the  taxpayer. 
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The  various  wards  of  the  state  should  be  employed  to  the  limit 
of  their  proper  productive  ability  and  the  articles  so  manufactured 
should  be  used  to  supply  the  needs  of  the  state  institutions  and 
activities. 

City  Home  Owners  and  Renters  Should  Join  the  Protest 

The  primary  purpose  of  this  paper  has  been  to  make  some  sug- 
gestions as  to  how  governmental  costs  might  be  reduced  and  the 
burden  more  equitably  spread  over  all  citizens  so  that  farmers 
might  be  relieved  of  a  portion  of  the  load  which  is  now  well-nigh 
overwhelming  them.  Agriculture  asks  no  preferential  treatment, 
but  only  a  square  deal. 

Farmers  are  not  the  sole  victims  of  the  present  system  which 
places  too  great  dependence  upon  the  general  property  tax.  City 
home-owners  are  also  hard  hit.  This  naturally  tends  towards  an 
increase  in  rents,  so  that  urban  home-owners  and  renters  as  well 
should  make  common  cause  with  farmers  in  an  effort  to  secure  tax 
readjustment  and  relief. 

One  of  the  most  grievous  features  of  the  heavy  taxes  borne  by 
agriculture  is  that  the  farmer  has  no  power  to  pass  any  portion  of 
them  on  or  shift  them  in  any  way,  as  he  has  so  little  to  say  con- 
cerning the  price  which  he  receives  for  the  product  of  his  labors. 

It  should  ever  be  remembered  that  the  power  to  tax  carries  with 
it  the  power  to  destroy.  It  is  certainly  not  good  statesmanship  to 
discourage  the  ownership  of  farms  and  homes  through  confiscatory 
property  taxes.  The  ownership  of  real  estate  is  one  of  the  most 
stabilizing  forces  in  society  and  should  by  all  proper  means  be 
encouraged,  not  discouraged. 

Summary  and  Conclusion 

I  have  attempted  in  this  paper  to  sketch  out  four  fields  in  which 
farmers  are  seeking  for  tax  relief.  These  are:  (1)  more  efficient 
and  economical  local  government,  (2)  improved  machinery  for  the 
administration  of  the  general  property  tax,  (3)  a  fuller  recognition 
of  the  interest  of  the  state  as  a  whole  in  many  of  the  services  now 
financed  largely  or  wholly  from  local  funds,  and  (4)  the  develop- 
ment of  newer  and  more  equitable  sources  of  revenue  capable  of 
supplanting  the  general  property  tax  as  the  leading  type  of  taxation. 
I  need  hardly  add  that  every  one  of  the  questions  upon  which  I 
have  touched  has  its  counterpart  in  the  cities  and  villages.  Xo  such 
program  could  or  should  be  evolved  which  does  not  include  in  its 
purview  all  classes  of  the  population.  The  prayer  of  the  farmer  is 
not  for  special  consideration,  but  for  an  early  start  upon  the  long 
and  tedious  journey  which  will  eventually  work  for  the  general 
welfare. 

This  situation  which  we  are  considering  is  a  tremendous  one  with 
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manifold  ramifications.  Indeed,  it  is  not  a  single  problem  but  a 
whole  group  of  them.  As  a  farmer,  I  wish  in  closing  to  express 
again  the  gratification  with  which  I  know  that  farmers  in  all  parts 
of  the  country  have  heard  that  the  members  of  hte  National  Tax 
Association  have  consecrated  this  day  to  the  consideration  of  these 
vital  matters.  May  it  be  a  truly  profitable  labor  and  usher  in  a 
period  of  greater  hope  and  more  just  treatment  for  the  owners  of 
the  farms  and  homes  of  our  land.  If  that  be  accomplished,  we  shall 
have  bolstered  the  foundations  of  our  Republic  and  rendered  a 
patriotic  and  humanitarian  service  second  to  none. 

Chairmax  Xewtox  :  I  think  that  we  have  all  enjoyed  knowing 
what  a  farmer  thinks  of  these  tax  questions.  There  is.  I  believe, 
much  room  for  thought  and  discussion  in  what  has  already  been 
said  on  this  program.  However,  there  remain  a  number  of  speak- 
ers, just  one  more  for  this  morning,  whose  primary  interest  will  lie 
in  considering  more  particularly  the  question  of  new  steps  to  be 
taken  ;  what  should  be  done  first. 

There  has  been  a  request  that  we  revert  to  discussion.  It  would 
be  possible  to  do  that  and  hold  one  other  speaker  for  the  afternoon. 

Philip  Zoercher  (Indiana)  :  Why  would  it  not  do  to  have  the 
discussion  at  the  end  of  all  these  papers?  They  are  all  in  reference 
to  the  farm  problem,  and  discussion  can  take  place  after  we  have 
heard  all  the  five  papers. 

^Ir.  McKenzie:  That  matter  was  settled  before  the  second  paper. 
and  I  think  we  had  better  proceed  as  we  agreed  to  then. 

Chairman  Xewtox  :  I  will  explain  my  hesitation  a  little  bit 
better  when  I  tell  you  that  I  had  not  seen  the  next  speaker  until 
just  now. 

I  take  pleasure  in  presenting  at  this  time  Professor  S.  >I.  Derrick, 
of  the  University  of  South  Carolina,  who  will  speak  upon  a  subject 
which  is  of  great  interest  to  many  of  you  here — Consumption  Ex- 
cise Taxes,  as  Relief  for  the  Tax  Burden  on  Farm  Property. 

COXSU^IPTIOX  EXCISE  TAXES  AS  RELIEF  FOR 
THE  TAX  BURDEX  OX  FARM  PROPERTY 

S.    M.    DERRICK 

University  of  South  Carolina, 
Professor  of  Rural  School   Economics 

At  the  outset,  three  definite  propositions  must  be  made  and  ac- 
cepted. First,  American  agriculture  has  for  almost  a  decade  been 
in  a  depressed  economic  condition.  Second,  in  the  face  of  these 
conditions  the  tax  burden  on  farm  property  has  steadily  increased, 
taking  a  disproportionately  large  share  of  the  net  annual  income  of 
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the  farm.  Third,  it  is  unreasonable  to  expect  a  reduction  in  the 
need  for  revenue  to  carry  on  the  now  accepted  functions  of  govern- 
ment. No  attempt  will  be  made  to  support  these  statements.  None 
is  needed. 

To  suggest  and  justify  a  practicable  tax  measure  to  give  relief  to 
the  farmer  under  these  conditions  is  the  burden  of  this  paper.  It 
is  proposed  that  along  with  other  schemes  of  help  in  the  field  of 
taxation  that  the  various  states  institute  consumption  excise  taxes  or 
sales  taxes  on  special  commodities.  Such  taxes  are  to  be  construed 
as  those  levied  on  the  producer,  manufacturer,  wholesaler,  retailer 
or  other  middlemen,  which  according  to  the  intention  of  the  enact- 
ing body  shall  be  passed  on  to  the  final  consumer  of  the  article 
taxed.  Specifically,  the  taxes  to  be  considered  as  coming  imder 
this  classification  are  those  levied  upon  cigars,  cigarettes  and  other 
tobacco  products,  admissions,  soft  drinks  of  all  kinds,  candy  of  a 
certain  price,  cosmetics,  ammunition  and  sporting  goods.  Because 
of  its  almost  universal  use  by  all  the  states,  its  general  acceptance 
by  students  of  public  finance,  and  the  special  purpose  for  which  it 
is  levied  the  consumption  tax  on  gasoline  is  not  included. 

To  demonstrate  to  what  extent  this  form  of  taxation  may  be 
made  to  afford  relief  for  the  burden  on  farm  property,  it  is  neces- 
sary to  briefly  sketch  the  development  to  date.  It  is  only  in  recent 
years  that  we  have  had  a  clear  development  of  this  method  of 
raising  state  revenue.  It  seems  to  have  been  a  tradition  or  an  un- 
written law  that  consumption  excises  were  to  be  reserved  for  the 
federal  government.  As  late  as  1917  the  preliminary  report  of  the 
committee  appointed  by  the  National  Tax  Association  to  prepare  a 
plan  of  a  model  system  of  state  and  local  taxation  contained  this 
statement.  "  In  the  course  of  its  deliberations,  the  committee  has 
had  occasion  to  consider  whether,  in  view  of  the  great  increase  in 
state  and  local  expenditure  in  recent  times,  and  the  entrance  of  the 
federal  government  into  the  field  of  direct  taxation  which  had 
hitherto  been  utilized  by  the  states,  it  might  be  possible  for  the 
states  to  derive  more  revenue  than  in  the  past  from  taxes  levied 
upon  consumption.  The  taxes  now  levied  by  the  states  upon  auto- 
mobiles represent  the  sort  of  taxes  the  committee  has  in  mind. 
Taxes  on  amusements,  on  non-alcohoilc  as  well  as  alcoholic  bever- 
ages, on  hunting  licenses,  and  a  few  other  things  have  been  brought 
to  our  attention ;  but  we  have  decided  to  make  no  recommendation 
on  the  subject  at  this  time.  It  is  perfectly  evident,  that  with  the 
exception  of  automobiles,  none  of  the  taxes  which  have  been  sug- 
gested will  ever  be  likely  to  constitute  an  important  source  of  rev- 
enue, and  we  have  preferred  to  concentrate  attention  this  year  upon 
the  problems  of  chief  practical  importance." 

In  South  Carolina  where  consumption  excises  have  experienced 
a  fuller  development  than  in  any  other  state  in  the  nation,  a  special 


CONSUMPTION  EXCISE  TAXES  265 

legislative  report  on  revenue  and  taxation  submitted  to  the  General 
Assembly  of  1921  states  that  "  in  the  judgment  of  the  committee 
no  emergency  of  sufificient  gravity  now  exists  to  warrant  the  state 
in  embarking  upon  a  venture  of  enacting  a  schedule  of  consump- 
tion taxes.  In  the  absence  of  a  settled  conviction  that  such  taxes 
should  be  made  a  permanent  feature  of  our  tax  system,  the  com- 
mittee feels  that  a  resort  to  this  form  of  taxation  as  a  temporary 
expedient  or  for  stopgap  revenues  would  not  be  justified."  Further, 
as  recent  as  1921,  the  BnUctin  of  the  National  Tax  .Association 
contained  an  address  by  an  able  economist  in  which  it  was  stated 
that  "  taxation  of  consifmption  has  in  America  generally  been  left 
to  the  federal  government,  where  there  is  good  reason  to  believe 
that  it  will  remain.  It  need  not  be  further  considered  in  a  discus- 
sion of  state  and  local  taxation." 

This  same  attitude  is  usually  taken  by  writers  of  text  books, 
teachers,  students  of  taxation  and  public  officials.  They  either 
ignore  or  pass  over  with  a  few  general  remarks  the  subject  of  state 
consumption  excises.  A  rather  careful  survey  of  the  published 
material  shows  relatively  little  attention  given  to  this  phase  of  state 
tax  systems. 

But  in  spite  of  this  adverse  position,  every  state  in  the  nation  has 
entered  the  field  in  the  case  of  the  tax  on  gasoline,  and  no  less  than 
thirteen  have  imposed  excises  on  other  commodities.  The  states 
which  have  levied  consumption  excises  on  commodities  other  than 
gasoline  are  Alabama,  Arkansas,  Connecticut,  Georgia,  Iowa, 
Kansas,  Louisiana,  Michigan,  North  Dakota,  South  Carolina.  South 
Dakota,  Tennessee  and  Utah.  The  field  was  entered  first  in  1921 
by  Connecticut  with  a  tax  on  admissions  and  Iowa  with  a  tax  on 
cigarettes.  Then  in  1923  followed  Georgia  and  South  Dakota  with 
cigarettes,  and  South  Carolina  with  cigars,  cigarettes,  ammunitions, 
candy  and  admissions.  Arkansas  with  cigars  and  cigarettes  was 
the  only  addition  in  1924.  But  in  1925  North  Dakota  imposed  the 
tax  on  cigarettes,  Oregon  and  Tennessee  on  all  tobacco  products, 
and  South  Carolina  expanded  her  excises  to  embrace  soft  drinks  of 
all  kinds,  ice-cream,  cosmetics,  chewing  tobacco  and  snuff.  Louisi- 
ana with  tobacco  products  was  the  only  state  to  enter  in  1926.  In 
1927  Kansas  and  Alabama  joined  the  ranks  with  cigarettes,  and 
South  Carolina  made  further  expansion  by  taxing  cut  glass,  playing 
cards  and  sporting  goods.  In  1929  Michigan  taxed  cigarettes,  while 
Arkansas  and  South  Dakota  each  added  malt  to  its  list.  From  the 
information  available  Connecticut  and  Louisiana  seem  to  be  the 
only  states  to  have  withdrawn  from  the  field  after  having  once 
entered  it. 

Clearly,  South  Carolina  has  carried  the  consumption  excises  fur- 
ther than  any  other  state.  The  1923  General  Assembly  imposed  the 
tax  on  cigars,  cigarettes,  smoking  tobacco,  candv,  ammunitions  and 


266  XATIOXAL  TAX  ASSOCTATIOX 

admissions.  The  rate  on  cigars  ranged  from  $2.00  to  $10.00  per 
1000;  on  cigarettes,  $1.00  to  $2.41  per  1000;  on  smoking  tobacco, 
6  cents  per  pound;  on  ammunition.  S2.00  per  1000  rounds;  on  candy 
retailing  for  80  cents  or  more  per  pound.  10  per  cent;  on  admis- 
sions, 10  per  cent.  The  rates  were  so  tixed  that  fractional  stamps 
uere  necessary.  This  caused  considerable  annoyance,  and  necessi- 
tated merchants  increasing  the  price  of  the  article  affected  by  a 
fractional  cent  more  than  the  amount  of  the  tax.  Hence  the  1924 
General  Assembly  changed  the  rates  so  as  to  eliminate  this  objec- 
tionable feature. 

In  1925,  against  strong  opposition,  the  consumption  excises  were 
extended  to  include  all  soft  drinks,  ice-cream,  cosmetics,  chewing 
tobacco  and  snuff.  The  tax  on  fountain  drinks  was  20  per  cent ; 
on  bottle  drinks,  1  cent  for  each  5  cents  or  fractional  part  thereof 
of  the  retail  price;  on  cosmetics,  20  per  cent;  on  chewing  tobacco 
and  snuff,  1  cent  for  each  3  ounces.  The  measure  was  enacted  as 
a  section  of  the  General  Appropriation  Act,  thus  making  it  operate 
for  one  year  only.  The  fact  is  that  it  was  accepted  only  as  an 
emergency  tax  measure. 

In  1926  the  soft-drink  tax  was  re-enacted  as  a  part  of  the  General 
Appropriation  Act.  But  the  excise  on  milk  drinks  and  ice-cream 
and  cosmetics  was  dropi)ed.  The  repeal  of  the  former  was  largely 
the  result  of  the  conviction  that  the  tax  was  hurting  the  dairy  busi- 
ness; of  the  latter,  the  major  factor  was  the  evasion  of  the  tax  by 
the  importation  of  articles  from  out  the  state. 

In  1927  all  the  consumption  excise  laws  were  rewritten  as  one 
revenue  measure.  The  tax  on  tobacco  was  increased  approximately 
50  per  cent;  on  ammunition,  100  per  cent;  while  a  levy  of  10  per 
cent  was  imposed  upon  playing  cards,  cut-glass  goods  and  sporting 
paraphernalia.  The  tax  on  soft  drinks  was  not  changed.  The  very 
fact  that  these  measures  were  enacted  independent  of  the  General 
Appropriation  Act  seems  to  indicate  that  they  are  being  accepted  as 
a  permanent  feature  of  the  state  tax  system. 

The  only  development  in  1928  was  the  passage  of  a  measure  de- 
signed to  tighten  the  collection  of  the  tax  on  soft  drinks,  and  the 
abandonment  of  the  tax  on  cut  glass  and  sporting  goods. 

One  would  judge  from  the  steady  growth  of  the  commodity  ex- 
cises in  South  Carolina  that  they  have  not  been  vigorously  opposed. 
Such  is  far  from  the  real  situation.  None  of  these  measures  was 
passed  without  bitter  fights,  and  then  only  l)y  narrow  margins. 
This  was  particularly  true  of  the  tax  on  soft  drinks. 

From  a  necessarily  limited  survey  it  seems  rather  clear  that  this 
form  of  taxation  was  instituted  principally  to  relieve  agriculture. 
The  fact  that  the  states  which  have  resorted  to  it  are  predominantly 
agricultural  states  in  which  land  bears  the  burden  of  the  general 
property   tax   is   indicative   that   this   position   generally   prevailed. 
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Faced  with  increasing  cost  of  government  and  a  disastrous  shrink- 
age in  the  vahie  of  farm  property  and  farm  products,  these  states 
imposed  the  tax  along  with  other  measures  of  more  or  less  impor- 
tance. This  was  clearly  the  condition  in  South  Carolina.  Since 
1921  there  has  been  the  firm  conviction— reasoned  and  unreasoned— 
among  practicallv  all  classes  that  relief  must  be  given  tangible 
property,  and  particularly  farm  lands.  So  strong  has  been  the  sen- 
timent that  it  led  the  chairman  of  the  Ways  and  Means  Committee, 
who  led  the  fight  for  the  tax  on  soft  drinks,  to  say  on  the  floor  ot 
the  lower  house  thc^t  he  would  hold  the  legislature  in  session  -  until 
hell  freezes  over  ""  before  he  would  consent  to  a  raise  in  the  levy 
on  farm  property. 

Now,  what  relief  has  been  given?  It  is  perfectly  obvious  that 
the  revenue  realized  by  those  states  which  impose  the  tax  on  cigars 
and  cigarettes  alone  has  been  relatively  small.  And  yet  even  here 
the  amount  is  bv  no  means  inconsequential.  Alabama  gets  $1,300,- 
000;  Arkansas,  $1,100,000;  Georgia,  $737,000  (and  only  one-half  of 
Georgia's  is  collected,  or  so  the  State  Tax  Commissioner  reports)  ; 
Iowa  $1,200,000;  Kansas.  $150,000;  North  Dakota.  $333,000;  South 
Dakota,  $338,000,  and  Tennessee,  $1,259,000.  In  1924,  the  first  year 
for  which  accurate  data  can  be  compiled,  the  yield  m  South  Caro- 
lina was  $991,000;  the  next  year  it  was  $2,170,000;  and  last  year  it 
reached  $3,276,000,  or  approximately  one-third  of  the  annual  ap- 
propriation for  state  government.  As  a  result,  the  state  levy  on 
real  estate  has  been  reduced  from  14  to  5  mills  while  appropriations 
for  state  agencies  and  institutions  have  not  been  reduced.  Certainly 
this  must  be  regarded  as  very  substantial  relief. 

But  the  question   arises:   Except   from   dire  necessity,  can   such 
taxes  be  justified?     Let  us  briefly  analyze  the   question  both  pro 

and  con. 

It  has  been  maintained,  and  with  considerable  justice,  that  they 
reach  a  class  of  people  who  otherwise  pay  no  taxes.  Under  the 
property  and  income  system  only  those  who  possess  property  or 
enjoy  an  income  above  a  certain  amount  contribute  to  the  support 
of  the  government.  Consequently,  only  a  small  proportion  of  the 
citizens  bear  the  burden.  Large  numbers  of  wage  and  salary  earn- 
ers, men  without  families,  clerks,  sports  and  others  escape.  A  tax 
on  non -essential  commodities  of  wide  use  and  of  inelastic  demand 
would  reach  this  group,  and  thus  distribute  the  burden  of  taxation. 
The  1925  report  of  the  South  Carolina  Tax  Commission  expresses 
the  opinion  that  "  on  account  of  the  so-called  indirect  taxes,  a 
greater  percentage  of  the  citizens  of  our  State  are  contributing  to 
the  cost  of  State  Government  than  any  other  State  in  the  United 

This  position  is  clear.     There   are   relatively   few  who   are  not 
consumers  of  either  tobacco  products  or   soft   drinks.     It   is  also 
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clear  that  in  a  democracy  the  matter  of  civic  alertness  and  respon- 
sibility makes  it  desirable  that  a  large  proportion  of  all  citizens 
contribute  to  the  support  of  the  government. 

Further,  no  one  is  compelled  to  pay  the  tax  since  the  commodities 
on  which  the  excises  are  imposed  are  not  necessities.  If  the  indi- 
vidual is  adverse  to  paying  the  10  per  cent  levy  on  candy  which 
retails  for  80  cents  or  more  per  pound,  he  can  escape  by  not  buying 
candy  or  by  buying  a  cheaper  quality.  Similarly,  if  he  does  not 
choose  to  pay  the  tax  on  tobacco,  he  can  simply  refrain  from  smok- 
ing, chewing  and  dipping.  The  laws,  customs  and  standards  of 
living  of  modern  society  do  not  force  him  to  use  these  commodities. 
They  are  not  essential  to  the  maintenance  of  health.  They  are  not 
even  prerequisites  to  one's  social  position.  This  is  not  true  of  tan- 
gible property.  An  individual  must  have  a  home,  or  a  house  in 
which  to  live.  Society  must  cultivate  land  to  supply  raw  materials. 
Factories  must  be  built  to  manufacture  clothes  and  to  process  food. 
Stores,  banks  and  railroads  must  be  organized  to  bring  food  and 
clothing  from  the  field  of  production  to  the  point  of  consumption. 
These  are  properties  without  which  the  individual  cannot  exist  in 
modern  society.  A  tax  on  these  is  a  tax  on  necessities.  The  levy 
must  be  paid,  or  the  property  is  confiscated. 

This  attitude  has  been  of  considerable  weight  in  the  states  which 
have  imposed  the  consumption  excises.  It  has  been  particularly 
strong  in  South  Carolina.  In  both  branches  of  the  General  As- 
sembly and  in  the  press  of  the  state,  the  assertion  was  frequently 
made  that  the  consumption  excise  was  a  tax  that  the  sheriff  would 
not  be  called  upon  to  collect,  having  reference  to  the  situation  that 
a  considerable  number  of  sales  had  to  be  executed  by  the  sheriffs 
to  collect  the  property  tax.  The  fact  is  that  sales  have  not  been 
executed  to  the  extent  that  the  actual  conditions  warrant.  Delin- 
quent property  taxes  since  1921  have  run  into  the  millions  of  dollars. 

Related  to  the  above  position  is  the  idea  that  the  tax  is  paid  un- 
consciously. Since  it  is  paid  in  small  portions  throughout  the  year, 
the  taxpayer  does  not  feel  the  burden  as  keenly  as  he  does  the  tax 
on  property  and  income  which  is  payable  annually  or  semi-annually. 
He  is  therefore  less  disposed  to  grumble.  It  is  what  may  be  termed 
"  painless  extraction  ". 

It  is  doubtful  if  this  is  true  of  all  the  excise  taxes  now  in  force. 
It  is  perhaps  true  of  the  gasoline  tax  to  a  larger  extent  than  any 
of  the  others.  Few  motorists  are  conscious  that  they  are  paying  a 
10  to  20  per  cent  consumption  tax  when  they  purchase  gasoline. 
It  is  much  less  true  of  the  tax  on  tobacco  products  and  soft  drinks. 
In  the  case  of  gasoline,  the  price  per  gallon  has  not  been  standard- 
ized. It  may  retail  for  16  cents  this  week  and  for  18  cents  next 
week.  As  a  result  the  consumer  has  not  formed  the  habit  of  ex- 
pecting to  pay  a  definite  amount  per  gallon.     INIoreover.  the  price 
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per  gallon  does  not  usually  run  in  a  figure  of  wliich  five  is  a  mul- 
tiple, as  10,  15  or  20  cents.  It  has  become  habitual  to  expect  the 
price  to  be  expressed  in  odd  cents,  as  17,  18,  19  or  21.  Thus  a  tax 
of  2,  3  or  4  cents  per  gallon  is  not  readily  noticeable.  In  the  case 
of  tobacco  products,  the  situation  is  different.  The  purchaser  of 
these  commodities  has  become  accustomed  to  paying  a  definite  price 
per  unit.  This  price  is  almost  invariably  a  figure  of  which  five  is 
a  multiple.  The  consumer  has  acquired  the  habit  of  paying  10,  15 
or  20  cents  for  his  package  of  cigarettes  or  smoking  tobacco;  5  or 
10  cents  for  his  cigars;  and  5  cents  for  his  Coca  Cola.  Thus,  an 
addition  of  a  few  tents  to  the  regular  price  is  immediately  noticed. 
Instead  of  giving  the  dealer  15  cents  for  his  package  of  cigarettes, 
he  is  compelled  to  give  him  20  cents,  and  receive  2  or  3  pennies  in 
change ;  or  instead  of  giving  a  nickel  for  his  soft  drink,  he  gives 
a  dime,  and  receives  4  pennies  in  change.  Under  these  circum- 
stances it  is  obvious  that  the  few  cents  tax  is  not  unconsciously  paid. 

The  point  is  made  that  these  odd-cent  charges  could  be  eliminated, 
and  thus  make  the  tax  unnoticeable  by  simply  reducing  the  number 
of  cigarettes  in  a  package,  or  the  ounces  of  tobacco  in  a  can,  or  the 
size  of  the  soft  drink  commonly  sold.  This  is  hardly  practicable 
since  the  manufacturers  of  these  commodities  do  not  confine  their 
sales  to  any  particular  state.  The  tax  is  not  imposed  by  all  states 
and  the  rates  are  not  uniform  in  those  states  in  which  it  is  imposed. 
Clearly,  producers  could  not  make  packages  to  fit  the  different  tax 
systems.  Moreover,  retail  dealers  have  not  shown  a  disposition  to 
want  this  thing  done,  since  the  success  of  their  efforts  to  have 
these  taxes  repealed  is  largely  dependent  on  making  them  unpopular 
with  consumers. 

Further,  students  advance  the  idea  that  it  is  expedient  in  the  in- 
terest of  safety  to  have  a  balance  between  direct  and  indirect  taxes, 
and  that  the  commodity  excises  provide  this  balance  to  a  system 
which  is  now  in  the  main  direct.  Direct  taxes  are  held  to  be  rela- 
tively inelastic.  The  consumption  excise  is  elastic,  and  can  be  so 
changed  and  added  to  so  as  to  respond  to  the  changing  needs  of  the 
government  for  revenue.  This  has  been  the  development  in  South 
Carolina.  As  the  need  for  more  revenue  arose,  more  commodities 
were  taxed  and  the  rate  increased  on  those  already  bearing  the  levy. 
Such  a  procedure  has  enabled  the  state  to  carry  on  activities  which 
it  otherwise  could  not  have  done. 

But  there  are  limits  to  this  scheme.  The  commodities  upon  which 
a  state  can  levy  a  consumption  tax  with  any  degree  of  fairness  and 
success  are  confined  to  a  relatively  small  number.  And  there  are 
limits  to  the  rates  imposed  beyond  which  the  state  cannot  go.  As  a 
practical  matter,  if  the  state  sought  to  impose  the  tax  so  as  to  em- 
brace a  larger  number  of  commodities,  or  imposed  heavy  rates,  it  is 
reasonable  to  think  that  the  citizens  would  reduce  their  consumption 
of  the  goods  taxed,  and  thus  defeat  the  purpose  of  the  tax  scheme. 
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From  an  administrative  standpoint,  the  consumption  excise  has 
the  advantage  of  being  easily  and  inexpensively  collected.  This  is 
particularly  true  of  those  commodities  the  tax  on  which  can  be  col- 
lected by  the  use  of  the  adhesive  stamp. 

Some  difficulty  in  enforcing  the  scheme  is  almost  inevitable. 
Some  evasion  has  occurred.  But  considering  the  recency  of  con- 
sumption excises  in  state  tax  systems,  and  the  consequent  lack  of  a 
developed  technique  of  administration,  the  difficulty  in  enforcement 
is  not  greater  than  in  other  tax  measures.  In  Tennessee  it  is  esti- 
mated that  the  actual  collection  is  79  per  cent  of  the  potential ;  in 
Georgia  it  is  placed  at  50  per  cent;  and  in  South  Carolina  the  tax 
commission  reports  that  ''  there  have  been  wilful  evasions  of  the 
law  in  some  instances,  but  we  feel  that  these  are  not  more  numerous 
than  might  be  reasonably  expected." 

The  cost  of  collection  is  not  easily  determined.  But  estimates 
by  the  various  states  show  that  it  is  relatively  reasonable.  In  Ten- 
nessee the  cost  is  limited  by  statute  to  2  per  cent.  In  Arkansas  the 
cost  is  given  as  1.4  per  cent;  in  Georgia  it  is  4.1  per  cent;  in  Iowa 
it  is  6.7  per  cent;  and  in  South  Carolina  it  is  "slightly  less  than 
3  per  cent." 

One  of  the  strongest  arguments  advanced  is  that  the  excise  is 
more  or  less  regulatory  of  the  consumption  of  the  commodities 
taxed.  The  wide  and  great  use  of  these  articles  is  held  to  be  of  no 
benefit,  and,  in  many  cases,  of  positive  harm  to  personal  health  and 
social  welfare.  Hence  the  consumption  ought  to  be  checked  by 
imposing  a  tax.  Undoubtedly,  this  was  an  underlying  motive  in 
some  states  which  have  levied  the  tax  on  cigarettes.  Several  of 
them  were  among  the  states  which  formerly  had  laws  forbidding 
the  sale  of  cigarettes  to  minors. 

Whether,  in  fact,  the  operation  of  the  tax  has  regulated  con- 
sumption is  difficult  to  determine.  If  the  contention  of  the  tobacco 
and  soft-drink  manufacturers  and  dealers  that  the  tax  has  placed  a 
heavy  burden  upon  them  in  that  it  has  lowered  the  consumption  of 
the  goods  upon  which  their  business  depends,  then  the  desired  end 
is  being  accomplished.  In  one  large  cotton  mill  of  South  Carolina, 
it  is  reported  that  since  the  imposition  of  the  tax  on  soft  drinks, 
the  operatives  drink  milk  instead  of  soft  drinks  with  their  lunch. 
If  this  be  true,  there  is  a  decided  gain.  But  whether  this  condition 
has  been  brought  about  by  the  tax,  or  the  efforts  of  educational 
and  health  forces,  or  the  need  for  a  bigger  market  for  the  milk 
from  the  dairy  owned  and  operated  by  the  mill  company  is  a  ques- 
tion that  this  paper  will  not  attempt  to  answer.  However,  there  is 
some  evidence  in  the  annual  figures  of  the  bottling  industry  of  South 
Carolina  that  the  tax  has  reduced  the  consumption  of  soft  drinks. 
These  figures  will  be  given  in  the  following  section. 

The  principal  argument  offered  against  the  consumption  excise  is 
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that  it  is  not  taxation  according  to  ability  to  pay,  that  it  is  in  effect 
a  regressive  tax.  Admittedly,  this  would  be  true  if  the  tax  were 
levied  on  necessities  or  essentials ;  such  as  foodstufTs  and  clothing. 
But  the  position  can  hardly  be  maintained  as  regards  the  tax  on 
soft  drinks,  candy  of  a  high  grade,  tobacco  products  and  admissions. 
It  is  not  reasonable  to  believe  that  the  poorer  classes  spend  a  greater 
proportion  of  their  income  for  these  than  do  the  middle  and  upper 
classes.  And  if  they  do,  they  are  doing  it  voluntarily,  and  possibly 
at  the  sacrifice  of  the  necessities  of  life.  If  they  spend  considerable 
sums  for  these  non-essentials,  this  very  fact  is  fair  evidence  of  tax- 
paying  ability. 

Then  the  position  is  taken  that  while  the  commodities  affected  are 
not  necessities,  they  are  also  not  luxuries.  They  are  classed  rather 
as  enjoyments.  And  it  is  held  that  "  taxes  should  not  prohibit  or 
even  restrict  harmless  pleasures,  and  the  fact  that  there  are  reckless 
joy-riders,  and  tobacco  fiends  should  not  lead  to  a  penalizing  by 
high  taxes  the  more  conservative  of  these  consumers." 

To  apply  this  idea  to  the  systems  of  taxation  now  generally  in 
operation  would  condemn  nearly  every  phase  of  them,  and  little 
revenue  could  be  raised  to  support  governmental  activities.  A  per- 
son ought  not  be  restricted  in  his  desire  to  own  a  home,  and  yet  the 
property  tax  in  its  actual  operation  does  that  very  thing.  A  tax 
should  not  penalize  thrift  and  energy,  and  yet  a  tax  is  imposed  on 
incomes.  The  fact  is  that  when  we  tax  a  man's  home  or  his  sav- 
ings, we  are  taxing  necessities  in  a  very  real  sense.  But  when  we 
tax  his  soft  drinks  and  tobacco  we  are  touching  merely  his  enjoy- 
ments.    It  seems  that  this  position  is  almost  wholly  untenable. 

A  further  objection  is  raised  by  those  who  hold  the  theory  that 
the  man  of  the  streets,  the  masses,  so  to  speak,  bears  shifted  prop- 
erty and  business  taxes.  It  is  maintained  that  it  is  not  necessary  to 
impose  a  consumption  excise  to  reach  all  classes.  They  are  alreadv 
reached  by  tax  diffusion. 

But  as  a  matter  of  fact  it  is  by  no  means  certain  that  property 
and  business  taxes  are  shifted  to  the  ultimate  consumers.  The 
whole  matter  of  the  shifting  and  incidence  of  taxation  is  in  a  con- 
troversial stage.  It  is  generally  assumed  that  the  tax  on  improve- 
ments is  shifted  to  the  users,  but  even  here  a  great  deal  depends 
upon  the  state  of  development  of  the  community  in  which  the  im- 
provements are  located — whether  it  is  in  a  progressive,  stable  or 
declining  state.  A  tax  on  land  is  regarded  as  not  capable  of  being 
shifted.  A  tax  on  business  may  or  may  not  be  shifted;  depending 
upon  the  matter  of  monopoly,  the  conditions  of  the  cost  of  produc- 
tion, the  nature  of  the  business,  and  other  factors  of  varying  im- 
portance. Certainly,  no  definite  conclusion  can  be  reached  that  this 
position  is  valid. 

But  granting  that  property  and  business  taxes  are  shifted  to  the 
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ultimate  consumers,  the  question  arises  as  to  whether  it  is  not  better 
to  impose  the  tax  by  a  method  by  which  there  is  certainty  that  they 
will  pay  than  in  a  way  in  w^hich  there  is  considerable  uncertainty. 

The  objection  that  the  cost  of  collection  is  high  is  not  substan- 
tiated by  the  facts.  This  phase  was  covered  in  a  preceding  para- 
graph. 

Another  argument  brought  against  the  consumption  excise  is  that 
it  increases  the  price  of  the  commodity  by  more  than  the  amount 
of  the  tax.  This  too  is  not  substantiated  by  the  facts.  So  far  as 
can  be  determined  from  the  information  available,  this  condition 
does  not  prevail  for  any  of  the  articles  in  any  of  the  states.  It  did 
exist  in  South  Carolina  during  the  first  year  of  operation  of  the 
cigarette  tax  when  the  rates  imposed  were  such  that  fractional 
stamps  were  necessitated.  After  this  objectionable  feature  was 
eliminated  the  practice  ceased. 

However,  it  cannot  be  denied  that  if  the  tax  is  levied  at  the  point 
of  production,  there  would  be  a  tendency  for  this  condition.  The 
wholesalers,  jobbers  and  retailers  would  seek  to  secure  profits  not 
only  on  the  money  they  invested  in  the  commodity  itself,  but  also 
on  the  outlay  for  the  tax  which  is  passed  successively  down  to  them. 

Of  possibly  more  weight  is  the  contention  that  the  tax  is  difficult 
to  enforce  on  a  state-wide  basis;  that  it  is  generally  evaded  by  boot- 
legging and  substitution.  Undoubtedly,  this  danger  always  exists 
and  can  be  avoided  only  by  a  careful  selection  of  articles  and  the 
framing  of  definite  and  reasonable  tax  measures.  The  states  which 
have  the  tax  have  experienced  some  difiiculties.  Georgia  reports 
the  amount  of  evasion  as  "  considerable  ".  Tennessee  estimates 
that  21  per  cent  of  the  potential  is  uncollected.  In  South  Carolina 
a  number  of  difficulties  have  arisen.  When  the  20  per  cent  cosmetic 
tax  was  imposed,  the  drug  and  department  stores  across  the  state 
line  reported  a  considerable  increase  in  the  sale  of  these  articles  to 
South  Carolina  consumers.  The  condition  was  such  that  the  tax 
was  repealed  after  one  year  of  operation.  Again,  in  1925.  when  the 
20  per  cent  tax  on  ice-cream  made  the  five-cent  cone  retail  for  six 
cents,  retailers  reported  a  tremendous  increase  in  the  sale  of  five-cent 
packages  of  candy,  and  a  corresponding  decrease  in  the  sale  of  ice- 
cream in  the  cone.  Whether  there  is  much  evasion  of  the  tobacco 
and  soft-drink  tax  it  is  almost  impossible  to  determine  with  any 
degree  of  accuracy.  As  regards  bottle  drinks,  the  bulk  and  weight 
in  proportion  to  value  is  so  great  that  the  cost  of  transportation 
from  other  areas  by  the  individual  consumers  would  be  greater  than 
the  tax.  In  the  case  of  tobacco.  North  Carolina  concerns  have 
occasionally  placed  advertisements  in  South  Carolina  newspapers 
offering  attractive  prices,  but  this  has  been  practiced  so  seldom  that 
one  is  forced  to  believe  that  the  business  has  not  been  large. 

There  has  been  evasion  other  than  through  importation  and  sub- 
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stitution.  It  is  difficult  to  evade  a  tax  on  goods  which  are  so  pack- 
aged as  to  permit  the  use  of  adhesive  stamps.  But  on  those  goods 
where  this  is  not  readily  possible,  the  tax  is  not  easily  collected. 
South  Carolina  had  this  difficulty  with  admissions  and  soft  drinks, 
the  tax  on  which  was  collected  without  the  use  of  stamps.  The 
State  Tax  Commission  estimates  a  loss  of  nearly  $300,000  annually 
by  the  failure  of  dealers  to  remit  all  the  revenue  due  the  state. 
The  situation  has  led  the  tax  officials  to  recommend,  and  the  Gen- 
eral Assembly  to  enact  a  law.  the  provision  that  theater  tickets  be 
either  official  or  bear  the  stamp  of  the  state,  that  bottle  drinks  bear 
durable  paper  stamps  firmly  affixed  or  stamped  crown  caps,  and  that 
the  containers  of  syrup  used  in  compounding  fountain  drinks  be 
stamped  at  the  time  of  opening.  These  measures  have  increased  the 
revenues  from  these  commodities  decidedly. 

One  of  the  effective  arguments  used  against  the  consumption  ex- 
cise taxes  is  that  they  reduce  the  consumption  of  the  articles  taxed, 
and  thus  hurt  the  business  of  the  manufacturers  of  these  commodi- 
ties who  have  invested  capital  in  perfectly  legitimate  enterprises. 
Just  how  much,  if  any,  has  been  the  decrease  in  the  consumption 
as  a  result  of  the  tax  would  be  very  difficult  to  ascertain  and  would 
entail  more  research  than  can  be  done  in  this  study.  Since  the 
commodities  concerned  are  those  in  which  the  demand  is  rather 
inelastic,  it  is  reasonable  to  assume  that  it  has  been  relatively  small. 
However,  an  effort  was  made  to  check  up  the  claim  of  the  South 
Carolina  bottlers  that  their  business  has  been  hurt  by  the  soft-drink 
tax.  The  compilation  below  gives  the  main  facts  about  the  industry 
for  the  two  years  (1923  and  1924)  before  the  tax  and  for  the  three 
years  (1925,  1926  and  1927)  after  the  tax  was  imposed. 

Year 

1923    

1924 

1925    

1926    

1927    

As  regards  all  three  items — number  of  plants,  the  capital  invested 
and  the  value  of  the  annual  product — there  has  been  a  loss.  This 
condition  in  the  face  of  an  increase  in  the  business  of  manufactur- 
ing generally  in  the  state  seems  to  indicate  that  the  claim  of  the 
bottlers  is  correct. 

Another  objection  is  that  the  tax  and  its  enforcement  are  aggra- 
vating to  the  dealers.  This  has  perhaps  been  the  greatest  cause  of 
complaint  in  South  Carolina,  and  has  won  for  all  the  state  excises 
the  title  of  "  nuisance  taxes  ".  Dealers  constantly  complain  that 
the  agents  sent  out  bv  the  State  Tax  Commission  are  dictatorial, 
18 


.V^.  0/ 

Capital 

Value  of 

plants 

invested 

annual  product 

103 

$1,369,076 

$2,315,490 

97 

1.563,247 

2,996,684 

88 

1,496,469 

2,836,009 

78 

i,3i4>23i 

2,649,404 

1,293,583 

2,704,423 
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State 


Alabama 


Arkansas 


Georgia 
Iowa  . . 


'927 
1926 


Kansas 

Louisiana  .  •  • 

Michigan 1929 

North  r)akota.  •'      1925 
South  Carolina.!      1923 


1925 


South  Dakota. 


Tennessee 
Utah  .... 


1927 


•923 
1929 
1925 
1925 


Date 
Imposed 

Commodities 

T927 

Cigars,  Cigarettes 

1925 
1929 

Cigarettes 
C  igars 
.Malt 

19:! 

Admissions 

1923 

Cigars.  Cigarettes 

1921 

Cigarettes 

Rate 


Annual 
Yield 


Cost  of 
Collection 


i^fc  wholesale 
price 

;r.2.oo  per  1000 
10%  retail  price 
10%  retail  price 

i.T  federal  tax 


10%  retail  price 

I  to  2  mills  per 
cigarette 


$1,300,000;       7.3% 


I  mill  per 
cigarette 


Cigarettes 
Tobacco  Products  10%  retail  price 
Cigarettes 


Ci"arettes 


Cigars,  Cigarettes 

Smoking  Tobacco 

Ammunition 

Candy 
Admissions 


I  mill  per 
cigarette 

1 1.2  to  2  mills 
per  cigarette 

ic  for  each  5c 

of  retail  price 

$4  per  1000 

rounds 

10%  retail  price 

10%  retail  price 


1,052,818 
57,600 

Repealed    I 

1924        1 

737.751 
1,183,032 

750,000 


Repealed 
1928 

Not  yet  in 
effect 


Chew  ing  Tobacco 

and  Snuff  ic  for  each  3  oz 

Soft  Drinks        20%  retail  price 

Ice  Cream        120%  retail  price 

Cosmetics         {20%  retail  price 

(  ut  (ilass 

Playing  Cards     1 10%  retail  price 

Sporting  Goods 


l}'2  to  4  mills 

per  cigarette 

10%  retail  price 


Cigarettes 
Mall 

Tobacco  Prorlucts   10  ^e  retail  price 
Cigarettes 


1.4  fc 


4.1% 
6.7% 


332.69: 


1,812,139 
(Playing 
Cards,  Chew- 
ing Tobacco, 
Snuff 
Included) 
373.890I 

Less  than 

J  ^ 

1,190,260!    per  cent 

Repealed 

1926 
Repealed 

1928 
Repealed 

1928 
3,276,289 

337.7'o 


I  to  2  mills 
per  cigarette 


1,258,776 
1 20,000 


S9h 


CONSUMPTION  EXCISE  TAXES  275 

arrogant,  and  otherwise  annoying.  The  coHection  of  the  excises  in 
pennies  involves  worrying  details  against  which  they  protest  vigor- 
ously. And  not  a  few  object  to  acting  in  the  capacity  of  tax  col- 
lector for  the  state  without  remuneration.  However,  this  attitude 
is  not  as  strong  now  as  it  was  at  the  beginning  of  the  operation  of 
the  tax,  due,  no  doubt,  to  increased  efficiency  of  administration 
and  a  wider  acceptance  of  the  tax  by  all  concerned. 

A  final  objection  urged  is  that  the  tax  on  special  commodities  is 
unconstitutional  in  that  it  is  class  legislation.  The  South  Carolina 
bottlers  have  constantly  threatened  to  carry  the  soft-drink  tax  to 
the  courts  to  subject  it  to  the  test,  but  they  have  not  yet  done  so. 
There  seems  to  be  little  weight  to  the  claim  since  the  courts  have 
generally  upheld  the  tax  on  gasoline. 

These,  then,  are  the  major  arguments  for  and  against  the  tax.  It 
is  quite  evident  that  the  system  is  not  perfect.  There  are  some 
obvious  objections.  But  these  are  not  of  great  relative  weight,  and 
the  conclusion  can  hardly  be  escaped  that  as  partial  relief  for  the 
tax  burden  on  farm  property  the  measure  is  certainly  no  more  ob- 
jectionable than,  and  in  several  particulars  superior  to.  other 
schemes  now  accepted  and  instituted  in  the  various  states  of  the 
nation. 

Chairman  Xewton  :  It  is  now  slightly  after  twelve  o'clock.  We 
are  running  a  little  behind  our  schedule,  due  to  the  late  start  this 
morning.  The  afternoon  session  will  begin  promptly  at  2:  30.  I 
think  you  will  all  want  to  be  here  promptly  to  hear  'Sir.  Moore  of 
the  United  States  Chamber  of  Commerce.  As  soon  as  Mr.  Moore's 
and  Professor  Watson's  papers  have  been  presented,  we  will  go 
back  and  have  the  gentlemen  who  were  to  lead  the  discussion  on 
these  other  papers  review  and  give  their  impressions  of  them. 
When  that  has  been  done  the  meeting  will  be  open  for  general 
discussion,  and  the  seven-minute  rule  will  be  enforced. 

Adjournment. 


SIXTH  SESSION 

Wednesday,  September  11,   1929, 
2:30  o'clock  P.  M. 

R.  Wayne  Xewton,  presiding. 

Chairman  Xewton  :    Please  come  to  order. 

I  have,  here,  a  resolution  which  was  handed  me,  which  I  believe 
should  be  read  and  then  passed  to  the  resolutions  committee.  I  will 
read  it,  if  there  is  no  objection. 

Whereas,  the  true  basis  for  both  urban  and  rural  property 
taxation  must  be  accurate,  uniform  assessments,  which  show 
the  fair  valuation  of  each  property  subject  to  taxation,  and 

Whereas,  the  assessments  of  real  estate  are  almost  univer- 
sally lacking  in  equity,  thus  creating  dissatisfaction  among  tax- 
payers and  administrators  of  public  affairs  and  gross  injustice 
which  nullifies  the  evident  purpose  of  the  laws  relating  to  taxa- 
tion of  real  property;  and 

Whereas,  owing  to  the  failure  of  the  assessors  to  install 
uniform,  systematic  methods  of  valuation  for  taxation,  and  the 
general  lack  of  understanding  of  such  methods  on  the  part  of 
assessors  and  taxpayers ;  and 

Whereas,  the  Illinois  State  Tax  Commission,  in  its  recent 
order  for  the  re-assessment  of  real  estate  within  Cook  County 
(including  the  City  of  Chicago)  has  prescribed  certain  rules 
to  be  used  by  the  assessors  in  such  revaluation ; 

Resolved,  That  Rules  14  and  15  of  the  Illinois  Tax  Commis- 
sion relating  to  the  valuation  of  real  property  in  Cook  County 
shall  be  printed  in  the  proceedings  of  this  conference,  together 
with  similar  rules  and  regulations  by  other  legislative  and  ad- 
ministrative bodies  which  may  inform  the  members  of  the 
National  Tax  Association  as  to  the  proper  procedure  for  estab- 
lishing equity  in  assessments ; 

Resolved,  That  the  President  of  the  National  Tax  Associa- 
tion shall  at  this  conference  appoint  a  committee  to  present  to 
the  next  Conference  a  report  which  shall  include  a  study  of 
Rules  14  and  15  of  the  Illinois  Tax  Commission  and  other  gen- 
eral rules  for  analysis  of  real  property  values;  the  committee 
to  offer  suggestions  to  the  conference  as  to  a])])ropriate  regu- 
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lations  for  analysis  of  real  property  assessments,  to  be  sug- 
gested as  a  model  for  enactment  in  statutory  form,  or  for 
adoption  by  tax  administrative  bodies  including  assessors  and 
reviewers.  The  committee  shall  also  be  requested  to  investigate 
methods  by  which  equalization  between  local  taxing  districts 
within  a  county,  or  between  counties  within  a  state,  may  be 
simplified  and  improved. 

Fr.\nklin  S.  Edmonds  (Pennsylvania)  :  The  committee  on  reso- 
lutions will  meet  tomorrow  morning  at  9  o'clock  in  this  room.  That 
is  the  full  committee,  the  entire  committee  on  resolutions.  The 
sub-committee  to  which  the  resolutions  are  being  referred  will  meet 
tonight  after  dinner. 

There  are  still  some  states  that  have  not  sent  in  the  name  of  their 
member  on  the  resolutions  committee.  We  have  the  names  of 
about  thirty.    There  are  more  state  delegations  here  than  that. 

Chairmax  Xewtox  :  We  have  already  heard  from  a  farmer  on 
this  farm-tax  program,  and  I  believe  that  we  shall,  therefore,  be 
especially  well  prepared  to  hear  farm  taxation  discussed  from  a 
business  standpoint. 

It  gives  me  great  pleasure  to  introduce  Mr.  Blaine  F.  Moore  of 
the  United  States  Chamber  of  Commerce. 

FARM  TAXATION  VIEWED  FROM  A  BUSINESS 
STANDPOINT 

P.LAIXE    F.    MOORE 
Finance  Department.   U.  S.  Chamber  of  Commerce 

There  is  in  the  business  world  a  large  and  growing  consciousness 
of  the  interdependence  and  mutuality  of  interests  of  all  lin-es  of 
economic  activity  and  a  constantly  increasing  recognition  of  the 
fact  that  if  one  branch  of  business  or  industry  is  languishing,  the 
effect  is  felt  throughout  the  entire  economic  organization.  An  in- 
telligent self-interest  even  if  there  were  no  other  reason  would 
impel  business  to  assume  a  sympathetic  and  cooperative  attitude 
toward  the  farmer  and  his  difficulties. 

A  hastv  look  at  agriculture  shows  among  other  items  a  capital 
investment  of  $79,000,000,000  in  1920  as  compared  with  $44,000.- 
000,000  invested  in  manufacturing  and  $20,000,000,000  in  railroads; 
a  product  valued  at  $12,000,000,000  annually;  an  estimated  buying 
power  of  $10,000,000,000  a  year,  more  than  half  expended  for 
manufactured  products.  If  an  activity  of  this  magnitude,  of  this 
fundamental  importance  is  languishing,  the  effect  and  reaction  can- 
not fail  to  penetrate  to  the  extremities  of  the  business  structure. 
Promoting  sound  agriculture  is  good  business  for  business. 

This  interest  not  merely  expresses  itself  in  a  gesture  of  goodwill. 
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Repeatedly  it  has  found,  and  continually  is  finding,  tangible  outlet. 
Recognition  of  the  idea  that  business  and  agriculture  have  much  in 
common,  that  the  one  must  help  the  other  in  seeking  a  common 
prosperity  is  shown  in  a  substantial  manner  by  such  efforts  as  the 
Commission  on  Agriculture  of  the  American  Bankers  Association, 
the  Business  Men's  Commission  on  Agriculture  set  up  by  the  United 
States  Chamber  of  Commerce  and  the  National  Industrial  Confer- 
ence Board,  the  cooperative  undertakings  of  state  bankers  associa- 
tions with  agricultural  agencies,  the  efforts  of  various  national  trade 
associations,  the  organization  and  extensive  program  of  the  Agri- 
cultural Service  Department  of  the  United  States  Chamber  of  Com- 
merce— all  activities  with  constructive  programs  and  liberal  finan- 
cial support  from  the  business  world. 

It  is  perhaps  not  necessary  to  go  into  the  details  of  the  agricul- 
tural programs  of  the  various  business  organizations  designed  to  aid 
agriculture.  They  are  all  a  matter  of  record  and  available  to  those 
interested.  The  frequently  repeated  expressions  of  goodwill  and 
cooperative  attitude  on  the  part  of  business  organizations  make  it 
possible  to  state  quite  positively  that  if  the  farmers  are  more  over- 
burdened with  taxes  than  are  other  industries  or  businesses  and  that 
burden  is  so  heavy  as  to  interfere  with  farm  prosperity  more  than 
it  does  with  that  of  other  industries,  then  the  farmers  can  be  as- 
sured that  they  will  have  the  vigorous  and  sympathetic  cooperation 
of  the  business  interests  in  any  program  to  reduce  that  burden  and 
to  help  the  farmers  enjoy  the  same  degree  of  prosperity  which  pre- 
vails in  other  lines  of  business. 

It  is  generally  assumed  that  agriculture  as  gauged  by  the  percent- 
age of  income  absorbed  by  taxes,  or  by  other  common  criteria,  is 
being  relatively  overtaxed.  It  must  be  remembered,  however,  that 
the  total  volume  of  taxation  has  increased  enormously  during  the 
past  ten  or  fifteen  years.  Inevitably,  then,  all  business  is  carrying 
a  constantly  increasing  tax  load.  In  1913  taxes  paid  by  railroads 
equaled  36  per  cent  of  dividends  and  in  1928  this  percentage  had 
risen  to  90.  In  1926  taxes  on  corporations  engaged  in  mining  and 
quarrying  equaled  35  per  cent  of  net  income  before  deduction  of 
taxes  and  taxes  on  corporations  engaged  in  the  textile  industry 
equaled  approximately  50  per  cent  of  the  total  net  profits  before 
taxes.  Agricultural  corporations  also  show  a  very  high  percentage 
of  .taxes  to  net  income  but  these  probably  do  not  afford  any  fair 
basis  for  comparison  because  such  a  small  part  of  agricultural  activ- 
ities is  carried  on  under  the  corporate  form.  I  have,  however,  no 
desire  whatever  to  enter  into  a  controversy  as  to  the  comparative 
tax  burdens  imposed  on  various  industries.  The  above  figures  are 
cited  simply  to  i!idicate  that  a  large  part  of  profits  is  going  to  taxes 
in  industries  other  than  agriculture,  and  this  fact  must  be  kept  in 
mind. 
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One  of  the  great  needs  for  any  broad  constructive  study  of  agri- 
cultural taxation  is  more  comprehensive  and  systematically  collected 
data.  So  serious  is  this  lack  of  satisfactory  information  that  the 
subject  does  not  receive  the  attention  which  it  deserves,  and  con- 
clusions drawn  from  data  now  available  do  not  gain  the  credence 
which  they  must  have  if  constructive  measures  are  to  receive  gen- 
eral support.  In  saying  this  I  am  aware  of  the  rather  numerous 
studies  made  in  various  states  and  the  investigations  of  the  Depart- 
ment of  Agriculture.  Many  of  these  are  excellent  and  the  authors 
are  to  be  congratulated.  There  has,  however,  been  no  coordinating 
agency.  Each  has  goRe  about  his  task  in  his  own  way  and  used  his 
own  method.  What  is  needed  is  some  central  fact-collecting  organ- 
ization supplied  with  adequate  funds  and  staff  to  head  up  a  work 
of  this  character  and  compile  data  in  a  systematic,  uniform  and 
comprehensive  manner. 

The  amount  of  expenditure  required  to  make  an  investigation 
sufficiently  comprehensive  to  produce  reliable  conclusive  data  is 
beyond  the  resources  of  any  individual  or  private  voluntary  organ- 
ization. It  is  my  suggestion — since  the  question  is  distinctly  national 
in  both  scope  and  effect  —  that  the  federal  government,  probably 
through  the  Department  of  Agriculture,  consider  the  advisability 
of  taking  up  this  work  in  a  broad  national  way  possibly  through  use 
of  funds  already  available  for  research  in  agricultural  economics. 

Incidentally,  if  the  national  government  should  embark  upon  a 
project  of  this  character,  it  would  not  be  establishing  a  prece- 
dent. The  federal  government  has  made  a  liberal  appropriation  for 
a  study  of  the  tax  aspects  of  forestry  and  reforestation  —  a  study 
which  will  extend  over  a  period  of  several  years  and  which  is  in 
charge  of  the  honored  vice-president  of  this  Association.  If  the 
national  government  is  justified,  and  probably  no  one  will  question 
that  it  is,  in  inaugurating  this  survey  and  appropriating  the  neces- 
sary funds,  would  it  not  be  even  more  justified  in  initiating  a  com- 
prehensive nation-wide  survey  of  a  still  greater  industry — that  of 
agriculture  ? 

Present  information,  while  not  sufliciently  comprehensive  to  afford 
a  basis  for  a  broad  constructive  program,  is  adequate  to  permit  some 
analyses  of  the  subject.  Four  obvious  questions  arise:  What  is  the 
volume  of  farm  taxes?  What  jurisdictions  levy  taxes  upon  and 
collect  taxes  from  the  farmer?  For  what  purpose  are  revenues 
from  such  taxes  expended?  Who,  in  the  final  analysis,  is  respon- 
sible for  the  control  of  such  taxes? 

The  volume  of  farm  taxes  has  been  discussed  repeatedly  and  will 
be  passed  over  here.  Enough  to  know  that  it  is  large  and  an  appre- 
ciable item  in  the  agricultural  balance  sheet. 

As  to  tax-levying  jurisdictions,  the  federal  government  collects 
little  in  direct  taxes  from  the  farmer  and  his  indirect  payments  to 
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it  are  conjectural.  There  is  no  doubt  but  that  most  of  the  farmer's 
taxes  go  to  the  states  and  the  various  local  governments,,  especiall)- 
the  latter.  Perhaps  80  or  95  per  cent  of  the  direct  taxes  of  agri- 
culture are  levied  and  collected  by  local  units  no  larger  in  territory 
than  the  county — units  in  which  agriculturists  constitute  the  major- 
ity of  voters  in  the  rural  districts. 

The  funds  collected  are  expended  largely  for  schools  and  roads, 
though  various  other  items  of  expenditure,  such  as  the  support  of 
the  general  government,  are  involved. 

Who  controls  such  taxes  ?  In  the  rural  districts  the  farmer  him- 
self in  a  large  measure. 

If  we  may  accept  this  brief  analysis,  we  can  then  proceed  to 
affirmative  suggestions  and  constructive  proposals.  The  granting  by 
the  states  of  additional  assistance  for  the  performance  of  local 
functions — the  standards  in  many  of  which  are  set  by  the  state — 
holds  possibilities  of  substantial  relief  of  agricultural  taxation. 
This  is  not  a  new  suggestion  but  in  my  opinion  such  aid  might  well 
be  expanded. 

There  are  two  outstanding  arguments  for  additional  state  aid  to 
local  units,  one  arising  from  certain  limitations  placed  upon  taxa- 
tion by  actual  conditions  and  the  other  from  our  present  theory  of 
government. 

As  is  well  known,  local  governments  rely  primarily  on  one  tax 
for  their  revenues,  the  general  property  tax.  This  is  true  not  be- 
cause this  tax  is  now  considered  ideal  for  the  purpose,  but  because 
in  view  of  the  actual  circumstances,  they  have  been  unable  to 
develop  any  other  tax  which  will  yield  an  appreciable  income  and 
which  they  can  satisfactorily  administer. 

On  the  other  hand,  the  tax  base  of  the  state  is.  or  can  be  made, 
much  wider.  In  addition  to  the  general  property  tax,  various  other 
well-known  taxes,  such  as  inheritance  taxes,  income  taxes,  estate 
taxes,  taxes  on  corporations  and  various  other  specialized  forms  of 
taxes  can  be  and  frequently  are  levied  by  the  states.  It  is  generally 
conceded  that  the  general  property  tax  is  overworked  and  it  is  not 
infrequently  stated  that  it  has  broken  down.  Consequently  in  the 
interest  of  more  equitable  taxation  the  states  might  collect  revenues 
from  their  wider  ta.x  base  sufficient  in  amount  to  relieve  to  some 
extent  the  over-burden  now  placed  on  the  general  property  tax. 
This  should  appeal  particularly  to  the  farmers,  as  the  farmers' 
direct  contribution  to  the  government  is  made  mostly  in  the  form 
of  general  property  taxes  and  it  is  of  these  that  he  complains  most 
grievously. 

In  every  state  various  functions,  such  as  the  administration  of 
justice,  education  and  the  general  welfare  of  the  people,  are  deemed 
to  be  state  matters.  It  will  be  noted  that  in  this  category  is  included 
one  of  the  two  large  items  found  in  every  community's  budget — that 
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tirely  outside  the  territory  which  paid  for  these  roads.  In  order  to 
make  the  program  complete,  therefore,  the  states  might  well  take 
over  not  only  the  improvement  and  maintenance  of  non-local  roads, 
but  also  reimburse  local  units  for  expenditures  made  in  recent  years 
for  the  improvement  of  such  roads,  at  some  fair  valuation.  Should 
this  policy  be  adopted,  the  rural  districts  would  be  relieved  of  a 
very  considerable  burden  of  direct  taxation,  though  such  districts 
would  presumably  have  to  contribute  to  some  extent  at  least  to  the 
state  funds  which  would  be  required  for  the  purpose. 

If  expenditures  are  limited,  taxes  will  obviously  take  care  of 
themselves  and  no  one  need  to  worry  about  them  unduly.  But  as  is 
well  known,  expenditures  have  not  been  kept  down.  Historians  are 
prone  to  select  some  distinguishing  feature  for  each  period  by  which 
it  can  be  designated,  and  the  historian  of  the  future  will  probably 
style  the  past  decade  or  two  as  the  period  of  rapidly  rising  govern- 
mental expenditures. 

Time  does  not  permit  the  discussion  of  the  numerous  questions 
which  immediately  suggest  themselves  when  efficiency  in  govern- 
ment is  mentioned.  We  do  wish,  however,  to  discuss  some  methods 
of  procedure  whereby  the  local  rural  units  may  receive  more  for 
whatever  money  may  be  spent,  with  no  advocacy,  however,  of  the 
elimination  of  any  of  the  essential  functions  of  government,  nor  of 
the  lowering  of  the  quality  of  the  service  rendered  to  the  public 
below  a  reasonably  satisfactory  standard. 

The  growing  burden  of  public  expenditures  has  made  the  whole 
world  tax-conscious,  including  even  Americans.  Industry,  business 
and  commerce  have  become  keenly  aware  of  the  inroads  on  their 
income  by  their  tax  bills.  Aroused  by  the  amount  of  such  bills  and 
not  altogether  convinced  that  all  of  the  expenditures  were  wisely 
made,  organized  business  began  to  look  into  the  subject.  There  are 
now  a  large  number  of  national  organizations  representative  of 
business  interests  which  are  actively  interested  in  federal  taxation. 
Since,  however,  federal  taxation  is  of  minor  importance  to  agricul- 
ture, we  will  pass  on  to  the  aspect  of  more  importance  to  this  dis- 
cussion— activity  in  state  and  local  tax  matters. 

There  are  a  large  number  of  state-wide  commercial  and  indus- 
trial organizations  which  are  interested  in  varying  degrees  in  state 
fiscal  matters.  Various  state  chambers  of  commerce  exist  and  these 
are  continually  active  in  endeavors  to  improve  fiscal  conditions ; 
bankers  associations  frequently  actively  interested  in  state  tax  or 
expenditure  questions  are  found  in  every  state ;  the  Investment 
Bankers  Association  maintains  a  national  committee  on  state  and 
local  taxation,  which  with  the  aid  of  its  local  members  at  times 
gives  effective  attention  to  state  fiscal  questions.  Numerous  other 
state-wide  commercial  and  business  organizations  exercise  a  real 
influence  on  the  fiscal  policies  of  their  respective  states,  such  as, 
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for  example,  manufacturers  associations,  insurance  associations,  real 
estate  organizations,  etc. 

Locally  we  now  have  a  record  of  nearly  700  commercial  organ- 
izations which  are  actively  interested  in  the  fiscal  affairs  of  their 
respective  communities.  Perhaps  a  description  of  a  typical  method 
of  procedure  adopted  by  these  local  commercial  organizations  may 
be  not  only  of  interest  but  also  of  practical  value  in  pointing  the 
way  for  agriculturists.  Usually  a  committee  is  appointed  and  a 
secretary  provided  for  the  purpose  of  securing  information  and 
data.  In  the  small  communities  this  fact-finding  may  be  only  an 
additional  duty  of  the  secretary  of  the  organization,  while  in  other 
communities  where  both  the  duties  and  funds  available  are  larger, 
the  fact-finding  agency  may  range  from  one  full-time  employee  to 
a  department  or  bureau  of  municipal  research  with  a  rather  sizable 
budget.  The  point  to  be  emphasized,  however,  is  that  in  a  com- 
munity w'ith  a  population  no  larger  than  that  found  in  rural  com- 
munities, the  necessary  expenses  connected  with  work  of  this  char- 
acter are  negligible. 

As  it  has  worked  out  in  practice,  one  of  the  principal  functions 
of  these  committees  is  to  go  over  the  local  budget  as  it  is  being 
formulated,  and  before  final  action  thereon  has  been  taken.  The 
informal  opinions  of  taxpayers  and  the  judgment  and  knowledge 
of  men  who  have  had  long  experience  in  handling  funds  are  thus 
placed  at  the  disposal  of  the  government. 

These  efforts  on  the  part  of  organized  business  have  produced 
results.  There  is  a  sizable  list  of  cities  in  which  either  expendi- 
tures have  been  materially  reduced  or  the  quality  of  the  services 
has  been  appreciably  improved  without  any  increase  in  expendi- 
tures. The  particular  items  in  which  economy  can  be  effected  vary 
in  different  localities.  Sometimes  there  have  been  savings  made  in 
.school  expenses,  other  times  in  street  improvements,  city  halls  have 
been  more  economically  built,  water  service  more  efficiently  handled, 
and  in  numerous  other  ways  economies  effected.  Some  unnecessary 
activities  have  been  eliminated  but  the  principal  effort  has  been 
directed  towards  making  the  tax  dollar  do  its  full  duty  as  it  leaves 
the  public  treasury.  ^Moreover,  it  is  obvious  that  in  order  to  pro- 
duce satisfactory  results  the  fullest  cooperation  must  be  maintained 
with  public  officials  and  their  confidence  gained,  otherwise  efforts 
of  this  sort  are  likely  to  result  in  nothing  more  than  a  neighbor- 
hood row. 

It  should  be  noted  too  that  business  has  gone  about  this  in  an 
organized  way.  It  is  not  the  wealthiest  banker  nor  the  biggest 
department  store  manager  who  is  expressing  his  opinion,  but  rather 
a  group  presenting  the  views  of  a  representative  organization. 

There  are  likewise  numerous  farm  organizations.  A  few  of  these 
are  national  in  their  scope.     There  are  various  state  organizations 
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and  a  large  number  of  local  associations  such  as  local  granges, 
farm  bureau  federations,  farmers'  clubs,  etc.  Some  of  these,  mostly 
state  organizations,  have  been  or  are  becoming  actively  interested 
in  tax  matters.  In  the  formulation  of  any  remedial  state  tax  pro- 
gram, two  aspects  would  logically  have  to  be  considered,  first, 
lightening  the  state  taxes  on  farm  property  and,  second,  readjusting 
fiscal  burdens  between  the  states  and  their  component  local  units. 
While  we  have  no  desire  to  discourage  attempts  to  lighten  the  state 
taxes  on  farm  property,  the  fact  cannot  be  ignored  that  not  much 
relief  can  be  expected  from  this  source  in  many  instances  as  the 
state  direct  taxes  on  rural  property  are  now  in  a  considerable  num- 
ber of  states  relatively  so  light  that  even  if  they  were  all  eliminated 
the  farmer's  direct  tax  burden  would  not  be  materially  lighienec. 
A  state  income  tax,  for  example,  unless  it  is  developed  to  a  much 
greater  degree  than  any  state  has  yet  developed  it,  will  produce 
revenues  equal  to  only  a  very  small  portion  of  the  total  taxes  col- 
lected by  all  jurisdictions. 

As  to  the  second  phase  of  the  activity,  readjusting  the  fiscal  bur- 
dens between  the  state  and  local  units,  there  is  much  to  be  done. 
This  is  a  man-sized  job  and  will  need  all  the  skill  and  ingenuity 
which  can  be  commanded  to  solve  the  problem  satisfactorily. 

The  farmer's  tax  burden,  however,  springs  primarily  from  local 
sources,  and  here  is  both  his  opportunity  and  responsibility.  In 
rural  districts,  since  agriculturists  form  the  majority  of  the  voters, 
he  has  a  direct  responsibility.  To  a  very  appreciable  extent  these 
local  budgets  are  under  his  immediate  control.  Why  cannot  the 
local  farm  organizations  inaugurate  a  movement  similar  to  that 
carried  on  by  other  business  organizations?  Efforts  are  now  being 
made  by  farm  organizations  to  effectuate  remedial  tax  programs 
largely  through  the  relatively  slow  process  of  state  legislation  and 
constitutional  amendments.  This  is  commendable,  but  it  is  not 
enough.  We  have  few  records  of  local  farm  organizations  attempt- 
ing improvement  in  local  fiscal  conditions.  Why  is  it  not  possible 
for  a  committee  appointed  from  a  local  farm  organization  and 
representative  of  the  community  to  go  over  the  county  or  other 
local  unit  budget  before  it  is  formally  approved?  It  at  present 
there  is  no  such  budget  formulated,  then  there  is  all  the  more  need 
of  an  effort  such  as  we  have  described.  Representatives  of  such  an 
organization  could  by  various  devices  which  will  suggest  them- 
selves to  the  careful  and  frugal  farmer  undoubtedly  reduce  local 
expenditures  and  perhaps  keep  the  budget  down  to  an  amount 
which  the  community  can  afford. 

If  such  local  organizations  want  suggestions  as  to  what  subjects 
they  might  work  on,  there  can  be  mentioned  offhand  one  which  is 
of  nation-wide  importance— reduction  of  overhead.  The  territorial 
boundaries  of  our  present  local  government  units  remain  now  prac- 
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tically  as  they  were  originally  determined  in  pioneer  days.  With 
improved  roads  and  automobiles,  undoubtedly  there  are  now  an 
undue  number  of  such  units  in  the  rural  districts  with  the  conse- 
quent superfluity  of  officers  with  their  salaries.  Without  serious 
inconvenience  to  the  local  inhabitants,  many  of  these  units  might 
be  combined,  with  the  consequent  reduction  in  overhead  costs  and  a 
corresponding  saving  in  taxes. 

In  the  control  of  local  expenditures  there  is  a  direct  challenge  to 
the  farmers  of  the  countrj;.  Local  taxes  comprise  the  major  part 
of  their  total  tax  payments,  and  to  an  appreciable  extent  they  have 
a  direct  responsibility  as  to  their  amount.  Here  is  an  opportunity 
for  real  constructive  work  and  I  am  certain  that  the  United  States 
Chamber  of  Commerce  and  other  business  men's  organizations  gen- 
erally will  assume  a  sympathetic  attitude  toward  any  reasonable 
program  which  aims  to  relieve  the  farmer  of  undue  tax  burdens. 

Ch.a.irm.\n  Newton  :  One  more  paper  remains  on  this  program, 
and  I  think  it  is  a  very  important  one,  for  it  is  the  paper  which 
will  perhaps  come  nearest  expressing  the  view  of  organized  agri- 
culture. Our  farmer  speaker  stated  that  it  was  the  view  of  far- 
mers individually  that  their  organizations  were  the  proper  channel 
through  which  to  work  out  their  tax  problems. 

The  next  speaker  is  chairman  of  the  tax  committee  organized  by 
the  American  Farm  Bureau  Federation  to  formulate  its  policies. 
I  believe  that  his  views  will  be  of  great  interest  to  you.  I  now  pre- 
sent Mr   John  C.  Watson  of  the  Illinois  Agricultural  Association. 

THE  TAXATION  PROGRAM  OF  ORGANIZED 
AGRICULTURE 

JOHN    C.    WATSON 

Director,  Department  of  Ta.xation, 
Illinois  Agricultural  Association 

The  title  of  this  paper  requires  some  explanation.  It  does  not 
mean  that  organized  agriculture  or  any  portion  thereof  assumes  to 
say  precisely  what  remedy  or  remedies  are  necessary  to  correct  the 
admitted  weaknesses  of  the  taxing  systems  of  the  various  states. 
Most  students  of  taxation  agree  that  there  is  no  panacea  or  un- 
varying formula  that  would  everywhere  operate  successfully.  This 
paper  will  not  attempt,  therefore,  to  present  any  elaborate  system 
of  state  and  local  taxation. 

It  is  the  sole  purpose  of  this  paper  to  show  that,  as  yet,  all  diag- 
noses of  the  disorders  of  taxation  are  defective  and  incomplete  in 
certain  respects  and  that  the  time  is  ripe  for  writing  another  im- 
portant chapter  in  the  study  of  the  subject.  The  title  simply  indi- 
cates that  agriculture,  the  last  of  the  great  industries  to  recognize 
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the  necessity  of  organization,  is  now  studying  its  own  taxation 
problems.  It  has  no  set  or  fixed  program  except  its  determination 
to  face  the  facts,  whatever  they  may  be,  and  its  desire,  in  this  as  in 
other  subjects,  to  cooperate  with  other  industries. 

It  has  long  been  recognized  by  economists  that  in  any  highly 
developed  industrial  state  or  community,  the  general  property  tax 
tends  to  be  burdensome  upon  agriculture.  Farm  property,  consist- 
ing mostly  of  farm  land,  livestock,  and  the  implements  and  machin- 
ery of  the  industry,  cannot  escape  assessment.  It  produces  a  much 
slower  turnover  than  almost  any  other  business  property.  Its  fair 
value  in  money  at  any  time  can  usually  be  determined  more  easily 
than  the  values  of  urban  residence  or  business  property,  and  much 
more  easily  than  the  values  of  large  industrial  establishments,  trans- 
portation agencies  or  other  similar  properties  or  utilities  which  are 
seldom  sold  in  the  ordinary  course  of  trade. 

Farm  property  suffers  from  its  inability  to  shift  its  taxes  in  the 
prices  received  by  farmers  for  their  products.  If  farmers  in  recent 
years  could  have  included  their  rapidly  mounting  taxes  in  the  prices 
paid  them  for  their  products,  there  would  have  been  no  agricultural 
depression.  It  is  true  that  when  farm  lands  are  sold,  their  sale 
values  are  aft'ected  in  some  measure  by  the  levies  made  upon  them 
for  public  purposes.  But  the  theory  that  taxes  on  farm  lands  or 
other  property  are  paid  by  the  seller  rather  than  by  the  purchaser 
is  no  comfort  to  the  farmer  or  other  property  owner  who  has  seen 
his  taxes  multiply  from  three  to  five  fold  or  more  in  less  than  thirty 
years  of  his  own  operating  ownership. 

In  the  last  nine  years,  at  least  down  to  within  the  last  year,  farm 
lands  in  most  of  the  states  have  fallen  heavily  and  almost  contin- 
uously in  values.  In  many  places  the  lagging  of  changes  in  valua- 
tions ■  for  taxation  behind  changes  in  values,  which  is  well-nigh 
universal  in  any  property  of  decreasing  value,  has  thrown  an  unfair 
burden  upon  farm  owners  precisely  when  they  have  been  least  able 
to  bear  it. 

The  general  property  ta.x  is  partly  accountable  for  the  troubles 
besetting  agriculture  in  recent  years.  This  is  a  fact  not  well  recog- 
nized by  many  farmers  or  by  most  city  people.  The  difficulties  of 
agriculture,  however,  are  not  peculiar  to  this  industry.  The  general 
property  tax  is  everywhere  a  burden  on  all  real  estate,  rural  and 
urban  alike.  So  long  as  real  property  is  compelled  to  bear  most  of 
the  burden  of  public  expenditures,  the  load  will  continue  to  grow 
heavier. 

The  general  property  tax  was  established  under  pioneer  or  rela- 
tively simple  conditions  under  which  it  operated  with  reasonable 
equity.  In  pioneer  days  practically  every  household  owned  and 
operated  its  own  property,  which  was  agricultural  land  and  personal 
property  on  which  taxes  were  paid.    At  that  time  there  was  little  or 
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no  tenancy,  little  or  no  intangible  property,  and  little  or  no  income 
from  wages,  salaries,  or  fees.  Property  was  then  easily  valued  for 
taxation.  It  could  not  shift  the  levies  made  upon  it  for  public  pur- 
poses, so  there  was  no  indirect  taxation.  Since  the  levies  were  low, 
being  made  only  for  the  most  necessary  purposes,  there  was  little 
incentive  either  to  individuals  or  to  communities  to  seek  advantage 
by  competitive  under-assessment. 

Under  pioneer  conditions  nearly  all  income  was  derived  from  the 
operation  of  farm  land  by  4ts  owners.  It  came  partly  from  the 
ownership  of  the  property,  partly  from  the  personal  industry  of  the 
owner-operators.  It  is  probable  that  the  labor  and  management  of 
owner-operators  of  farms  have  always  been  a  more  important 
source  of  income  than  their  ownership  of  farm  land.  At  least,  this 
has  been  true  in  recent  years.  Practically  all  figures  compiled  by 
the  United  States  Department  of  Agriculture  or  by  the  Agricultural 
Experiment  Stations  in  farm  accounting  projects  indicate  that  the 
labor  alone  of  farm  owner-operators,  at  the  ordinary  wages  of  hired 
farm  labor,  including  nothing  whatever  for  the  owners'  manage- 
ment, has  been  bringing  them  higher  returns  than  their  ownership 
of  the  land.  If  a  fair  allowance  were  made  for  their  management, 
it  would  probably  be  found  that  labor  and  management  account  for 
little  if  any  less  than  two-thirds  of  their  entire  farm  net  income, 
leaving  only  about  one-third  which  is  derived  from  ownership  alone. 

Under  pioneer  conditions  the  levies  made  upon  property  for 
public  purposes  had  the  highly  important  virtues  of  universality, 
since  every  household  paid  a  direct  tax,  of  freedom  from  evasion, 
of  substantial  equity  among  different  taxpayers,  of  adequacy  for  the 
simple  necessities  of  the  time,  and  the  crowning  virtue  of  arousing 
the  wholesome  personal  interest  of  every  household  in  seeing  that 
public  funds  were  expended  with  honesty  and  economy.  The  im- 
portance of  every  one  of  these  cardinal  virtues  in  taxation  has  re- 
peatedly been  recognized  by  the  National  Tax  Association. 

In  most  of  the  states  of  the  Union  the  general  property  tax  has 
lost  every  one  of  the  five  virtues  mentioned  which  it  possessed  in 
pioneer  days.  It  has  lost  them  of  necessity  and  forever.  The 
virtue  of  universality  has  been  destroyed  by  tenancy,  at  least  so  far 
as  direct  taxes  are  concerned.  Less  than  30  per  cent  of  the  house- 
holds of  some  cities  own  the  house  or  apartment  in  which  they 
reside.  Less  than  one-half  of  the  farm  land  in  some  states  is  oper- 
ated by  its  owners.  Farm  tenants  pay  taxes  on  their  personal  prop- 
erty, but  in  the  City  of  Chicago  fewer  than  ten  per  cent  of  the 
households  are  now  paying  any  personal  property  taxes.  Most  of 
them  have  never  paid  direct  general  property  taxes  of  any  kind. 

Equity  in  taxation  and  freedom  from  tax  evasion  have  been  de- 
stroyed by  the  ownership  of  vast  amounts  of  intangibles,  the  value 
of  which  owned  in  some  states  approach  and  may  sometimes  exceed 
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the  total  values  of  all  real  estate.  The  oft-repeated  argument  that 
intangibles  representative  of  tangible  property  should  either  not  be 
taxed  at  all,  or  if  taxed  should  be  taxed  lightly,  is  an  argument  not 
so  much  for  equity  as  for  expediency.  It  is  true  that  intangibles 
cannot  successfully  be  taxed  as  heavily  as  real  property  is  now 
taxed.  It  is  also  true  that  if  intangibles  could  be  taxed  substantially 
as  property,  the  taxes  would  be  shifted  back  to  the  tangible  prop- 
erty represented.  But  if  the  income  of  intangibles  is  taxed,  the  tax 
cannot  be  shifted  back  to  the  property  represented.  Intangibles 
should  be  taxed  substantially  on  their  income,  but  neither  intan- 
gible or  tangible  property  should  be  taxed  nearly  as  heavily  as  is 
now  true  of  tangible  property,  especially  real  estate.  Under  a  fair 
taxing  system  neither  would  need  to  be  taxed  heavily. 

With  constantly  increasing  demands  of  the  people  for  more  and 
better  facilities  and  service,  levies  on  property  which  cannot  escape 
ha\e  necessarily  increased  rapidly.  In  my  own  state  the  total  taxes 
charged  against  property  on  the  assessment  books  have  been  in- 
creasing eight  times  as  fast  as  the  total  assessments  of  property 
and  twelve  times  as  fast  as  the  population.  In  spite  of  the  dispro- 
portionate increase  in  taxes,  there  are  numerous  complaints  of  in- 
ade(|uate  funds  in  all  parts  of  the  State.  In  every  session  of  the 
(ieneral  Assembly  there  are  numerous  attempts,  some  of  them  suc- 
cessful, to  increase  tax  funds,  either  by  direct  appropriations,  by 
increase  of  tax  rates,  by  exemption  of  existing  rates  from  scaling 
under  the  tax-limitation  law,  by  the  setting-up  of  new  taxing  dis- 
tricts, or  by  provision  for  new  or  additional  issues  of  bonds.  The 
resistance  of  taxpayers  on  real  property,  retarding  but  not  prevent- 
ing tax  increases,  is  stiffening  every  year.  It  seems  certain  that 
until  taxes  are  collected  in  substantial  amounts  from  other  sources, 
levies  on  real  property  will  continue  increasing,  and  yet  collections 
will  be  inadequate  to  meet  the  demands  of  the  people. 

With  only  a  minority  of  the  adult  population  contributing  sub- 
stantial amounts  directly  for  public  i)urposes,  it  was  inevitable  that 
most  non-taxpayers  would  cease  to  give  any  attention  to  honesty 
and  economy  in  the  expenditure  of  public  funds.  Many  of  them 
frankly  state  that  increased  expenditures  are  to  their  own  advan- 
tage. The  universal  interest  in  honesty  and  economy  in  state  and 
local  government  in  earlier  times  has  been  destroyed  by  the  virtual 
exemption  of  the  greater  portion  of  the  population  from  contribut- 
ing directly  to  the  cost  thereof.  It  would  be  difficult  to  devise  a 
situation  under  which  honesty  and  economy  in  the  expenditure  of 
public  funds  would  be  less  popular. 

In  recent  years  information  has  become  available  in  the  Federal 
Statistics  of  Income  and  in  the  publications  of  the  National  Bureau 
of  Economic  Research  which  permits  a  comparison  of  the  amounts 
of  current  net  income  derived  from  each  important  source  by  the 
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residents  of  each  state  and  the  amounts  of  state,  county  and  local 
taxes  levied  thereon. 

Current  net  income  from  each  source  may  fairly  be  taken  as  the 
basis  of  comparison  because  all  general  taxes  on  any  property  are 
expected  to  be  paid  out  of  its  net  income,  using  this  term  in  its 
broadest  meaning.  In  other  words,  all  general  property  taxes  are 
levies  on  the  net  income  produced  by  different  parcels  of  property 
in  which  it  is  assumed,  without  sufficient  warrant,  that  the  relative 
net  income  produced  by  each  is  fairly  measured  by  the  fair  cash 
value  of  the  property. 

Both  publications  named  above  show  clearly  the  high  importance 
of  personal  industry  as  a  producer  of  net  income  in  every  state  and 
the  comparatively  low  position  of  the  ownership  of  taxpaying  prop- 
erty. For  example,  there  are  only  a  few  states  in  which  wages  and 
salaries  alone  are  not  the  source  of  more  than  one-half  of  the  cur- 
rent net  income  received  by  the  entire  population.  In  a  few  states, 
wages  and  salaries  produce  as  high  as  60  per  cent  of  the  total.  In 
its  latest  publication,  "  Recent  Economic  Changes,"  the  National 
Bureau  estimates  that,  in  the  United  States  as  a  whole,  wages  and 
salaries  now  produce  about  57  per  cent  of  total  realized  income. 
In  these  computations  by  the  National  Bureau,  it  must  be  remem- 
bered that  no  professional  fees  or  commissions  are  included  in 
wages  and  salaries.  If  a  fair  allowance  is  made  for  the  personal 
industry  of  all  owner-operators  of  property,  including  not  only 
professional  people,  but  also  all  farmers  and  the  owners  of  unin- 
corporated mercantile  and  industrial  enterprises  in  cities,  it  is  fairlv 
certain  that  all  personal  industry  contributes  at  least  70  per  cent  to 
the  total  current  net  income  of  the  entire  population  in  every  state. 
In  a  number  of  states  it  exceeds  80  per  cent. 

If  all  personal  industry  produces  at  least  70  per  cent  of  total  cur- 
rent net  income  in  every  state,  the  percentage  exceeding  80  in  some 
states,  it  follows  that  the  ownership  alone  of  property  does  not  pro- 
duce more  than  30  per  cent  of  total  current  or  realized  net  income 
in  any  state  and  that  the  percentage  is  less  than  20  in  some  states. 
Yet  it  is  a  well-known  fact  that  the  ownership  of  propery  paj-s 
nearly  all  the  taxes  for  most  purposes  in  every  state  in  the  Union, 
and  that  in  most  states  personal  industry  contributes  thereto  nothing 
whatever.  ^Moreover,  it  is  certain  that  nearly  all  the  taxes  paid  by 
the  ownership  alone  of  property  are  paid  by  the  ownership  of  tan- 
gible property,  chiefly  real  estate. 

Here,  then,  we  see  the  greatest  weakness  of  the  general  property 
tax.  It  is  levied  chiefly  on  tangible  property,  which  in  few,  if  any, 
states  produces  more  than  20  or  25  per  cent  of  the  total  current  or 
realized  net  income  of  the  entire  population.  In  most  states,  ex- 
clusive use  of  the  general  property  tax  practically  exempts  75  or  80 
per  cent  of  current  net  income  from  taxation. 
19 
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Here  also  we  find  the  explanation  of  the  different  attitude  of  the 
people  in  recent  years  toward  the  ownership  of  real  estate.  In  most 
states  farm  land  is  almost  unsalable.  In  many  elites  there  is  serious 
depression  in  real  estate.  Even  in  the  years  of  urban  real  estate 
activity  most  purchases  were  made  for  purposes  of  speculation,  not 
for  business  or  for  homes.  It  is  a  common  remark  that  it  is  cheaper 
to  rent  than  to  own  one's  residence  or  indeed  any  property  that  can 
neither  evade  assessment  nor  shift  its  taxes  to  others  to  pay. 

It  is  sometimes  argued  that  a  heavy  tax  on  property  is  justified 
by  the  amounts  of  money  expended  for  the  protection  of  property 
by  the  courts,  police,  firemen,  and  other  officers.  The  argument  is 
fallacious.  The  amounts  so  expended  are  comparatively  small. 
Most  tax  moneys  are  expended  for  the  benefit  of  persons  rather 
than  property.  Moreover,  moneys  spent  for  the  protection  of  prop- 
erty are  not  spent  primarily  for  the  sake  of  the  property,  but  for 
the  sake  of  the  persons  owning  the  property. 

The  Federal  Statistics  of  Income  show  very  clearly  that  as  indi- 
viduals increase  their  income  there  is  a  rapidly  increasing  tendency 
to  avoid  ownership  of  the  classes  of  property  which  pay  heavy  state, 
county  and  local  taxes.  As  a  class,  persons  receiving  net  income 
of  $1,000,000  and  over  report  less  than  one  per  cent  derived  from 
rents  and  royalties,  most  of  which  comes  from  real  estate,  and  less 
than  five  per  cent  derived  from  the  sum  total  of  business,  partner- 
ships, rents  and  royalties,  and  fiduciary,  in  which  classes  most  tan- 
gible property  is  found.  More  than  95  per  cent  is  derived  from 
profits  from  the  sales  of  assets,  which  clearly  must  be  nearly  all 
intangible,  and  from  dividends,  interest,  not  including  that  exempt 
from  government  tax,  and  wages  and  salaries,  which  in  this  case 
must  mean  salaries.  The  highest  i)ercentage  of  income  derived 
from  sources  containing  heavy  taxpaying  property  are  found  in  the 
income  classes  between  $3,000  and  $10,000.  These  percentages  are 
about  one-third  of  the  total  income  of  each  class,  or  about  seven 
times  as  high  as  is  found  in  the  income  class  of  $1,000,000  and  over. 

In  view  of  all  the  facts  presented  in  this  paper,  which  are  easily 
available  to  any  interested  person,  it  is  certain  that  the  general  prop- 
erty tax  is  no  longer  suited  to  the  social  and  economic  conditions 
in  which  we  live.  It  is  no  longer  taxation  according  to  ability  to 
pay  state,  county  and  local  taxes,  but  taxes  are  heaviest  upon  those 
least  able  to  pay.  If  long  continued,  the  system  cannot  fail  seriously 
to  affect  the  private  ownership  of  property.  There  is  every  reason 
to  believe  that  it  is  doing  so  now.  In  regions  of  impoverished  soil, 
both  on  the  farms  and  in  any  cities  and  villages  dependent  on  the 
soil,  tax  delinquency  is  reaching  alarming  proportions.  By  forfei- 
ture of  property  whicli  no  one  will  buy  in  tax  sales  because  of  the 
gross  injustice  of  its  taxing  system,  even  the  great  state  of  Illinois, 
one  of  the  richest  in  the  Union,  if  its  laws  were  obeyed,  would  be 
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compelled  to  dispossess  some  of  its  citizens  of  their  homes  and 
farms  in  certain  southern  counties.  The  State  cannot  afford  to  be 
unfair  to  its  own  citizens. 

As  was  pointed  out  in  the  first  paragraph  of  this  paper,  organized 
agriculture  is  hardly  ready  to  present  a  set  program  on  taxation. 
It  is  carefully  studying  the  subject,  however,  and  on  some  matters 
seems  to  be  developing  well-defined  views.  If  the  writer  of  this 
paper  correctly  interprets  the  present  trend  of  opinion  in  the  state 
and  national  Farm  Bureau  Federations,  the  following  are  likely  to 
be  found  among  the  cardinal  features  of  agriculture's  taxation 
policy : 

First.    Agriculture  asks  for  no  advantage  in  taxation. 

Second.  Agriculture  is  ready  at  all  times  to  cooperate  with  other 
industries  in  a  careful  study  of  the  facts  of  taxation  as  the  only 
proper  basis  for  intelligent  modification  of  our  taxing  laws. 

Third.  Agriculture  believes  that  the  states  should  meet  their 
responsibility  by  employing  the  most  expert  and  competent  talent 
they  can  command  in  continuous  study  and  analysis  of  their  revenue 
systems,  their  operation  and  their  effects,  for  the  purpose  of  im- 
proving their  revenue  laws  and  their  administration. 

Fourth.  Agriculture  has  little  faith  in  a  general  sales  tax.  This 
would  be  one  of  the  un fairest  of  taxes  because  it  would  be  levied 
on  necessity,  not  on  ability  or  in  proportion  to  ability  to  pay  the  tax. 
It  would  be  an  indirect,  not  a  direct  tax.  Unless  it  were  wholly  a 
retailers'  tax,  it  would  be  certain  to  be  pyramided.  On  some  agri- 
cultural products  there  would  be  danger  that  the  tax  would  be  re- 
flected back  to  producers,  just  as  is  true  in  most  primary  freight 
and  express  charges.  It  is  difficult,  therefore,  for  farmers  to  con- 
ceive of  a  general  sales  tax  as  a  permanent  part  of  a  state  taxing 
system.  Any  attempt  to  establish  a  luxury  tax,  if  anyone  can  ac- 
curately draw  the  line  between  necessities  and  luxuries,  would  be 
strenuously  resisted  b)^  the  prospective  purchasers  of  "  luxuries." 
If  a  luxury  tax  were  established,  it  would  constantly  be  under 
attack. 

The  success  of  the  gasoline  tax,  which  agriculture  has  consistently 
favored,  is  not  a  sound  argument  for  a  sales  tax.  In  effect  the 
gasoline  tax  is  used  for  the  special  benefit  of  those  who  pay  the  tax. 
Most  motorists  pay  it  willingly  because  they  believe  that  they  gain 
more  than  the  tax  costs  them  in  the  resulting  improvement  of  the 
highways,  not  only  by  saving  wear  and  tear  on  their  motor  cars  and 
by  cutting  down  the  consumption  of  gasoline,  but  also  by  saving 
time  and  by  increasing  their  comfort.  But  they  would  bitterly 
resist  the  use  of  gasoline-tax  funds  for  any  other  purpose. 

Fifth.  Agriculture  believes  that  the  fundamental  weakness,  not 
only  of  the  general  property  tax  in  the  several  states,  but  also  of 
the  federal  income  tax,  lies  in  the  relatively  small  and  decreasing 
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number  of  persons  who  contribute  directly  and  substantially  to  the 
cost  of  government.  No  system  of  indirect  taxation  can  ever  cor- 
rect this  weakness. 

Sixth.  Agriculture  heartily  supports  proper  budget  control,  uni- 
form accounting,  competent  auditing  and  intelligent  publicity  of  ex- 
penditures. But  none  of  these  nor  all  of  them  can  do  more  than 
temporarily  halt  the  increasing  burden  of  the  general  property  tax 
or  save  real  property  from  confiscatory  taxation. 

Seventh.  Agriculture  believes  that  net  income  is  the  only  pos- 
sible basis  for  the  direct  taxation  of  that  very  large  and  relatively 
increasing  number  of  persons  who  own  no  real  or  other  easily  tax- 
able property  but  have  substantial  income.  There  is  no  sound 
reason  why  some  forms  of  property,  especially  real  estate,  either 
rural  or  urban,  should  be  taxed,  without  any  exemption,  at  an  aver- 
age of  20  to  40  per  cent  of  their  net  income,  and  often  more,  while 
the  same  amount  of  income  from  personal  industry  is  totally  ex- 
empted, in  most  states,  and  in  other  states,  due  to  partial  exemption 
and  low  rates,  pays  a  very  light  tax.  If  the  cost  of  government 
were  spread  equitably  it  would  be  a  serious  burden  on  no  one. 
public  funds  would  be  adequate  and  public  interest  in  honest  and 
economical  government  would  be  well-nigh  universal. 

Fred  R.  F.mrchild  (Connecticut)  :  Senator  i^Iastick  of  New 
York  has  requested  me  to  announce  that  a  meeting  of  the  New  York 
State  delegates,  under  the  auspices  of  the  New  York  State  Tax 
Association,  will  be  held  at  the  Casino  on  Thursday,  September  12, 
1929,  at  2  o'clock. 

While  I  am  on  my  feet  I  offer  for  the  consideration  of  the  com- 
mittee on  resolutions  the  following  resolution : 

Resolved,  That  the  National  Tax  Association  be  requested  to 
provide  a  committee  to  investigate  the  relation  between  the 
functions  and  sources  of  revenue  of  the  states,  and  their  local 
subdivisions,  with  special  relation  to  the  possibility  of  relieving 
the  tax  burden  which  falls  upon  land  and  buildings,  such  com- 
mittee to  report  to  the  tax  conference  in  1930. 

With  your  permission  I  will  ])ass  this  on  for  the  consideration  of 
the  committee. 

Chairman  Newton  :  We  will  now  pass  to  the  second  phase  of 
this  program,  which  is  a  brief  discussion  of  these  papers  by  per- 
sons who  have  had  additional  time  in  which  to  consider  their  con- 
tents, and  are,  therefore,  specially  qualified  to  assist  us  in  this  phase 
of  the  program. 

The  first  speaker  will  be  Dr.  John  E.  Brindley,  of  Iowa  State 
College,  who  will  review  the  paper  presented  this  morning  by  Dr. 
Coombs  of  the  Bureau  of  Agricultural  Economics. 
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Dr.  John  E.  Brixdley  (Iowa)  :  If  I  do  not  mistake  the  temper 
of  this  audience,  a  great  many  people  would  like  to  have  an  oppor- 
tunity to  speak  on  these  excellent  papers,  and.  therefore.  I  am  not 
going  to  consume  ten  minutes  or  anything  like  that  amount  of  time. 
I  am  just  going  to  open  the  discussion,  and  very  briefly,  by  pointing 
out  two  or  three  of  the  essential  facts  in  the  problem. 

I  am  not  going  to  make  an  effort  to  review  Dr.  Coombs'  excel- 
lent paper,  which  is  a  very  clear  and  complete  resume  of  the  work 
done  by  a  large  group  of  special  commissions,  and  research  bodies, 
in  a  large  group  of  states.      ' 

The  first  thought  that  I  want  to  leave  with  you  is  this,  that  I  am 
of  the  distinct  opinion  that  the  more  we  can  realize  that  our  problem 
in  this  connection  is  not  one  of  agriculture  versus  some  other 
things,  but  in  reality  is  a  problem  of  realty,  whether  urban  or  rural. 

As  a  matter  of  fact,  we  all  know  that  realty,  real  property  and 
improvements  thereon  is  very  heavily  burdened,  and  has  been  for 
many  years.  Our  problem,  therefore,  is  to  find  at  least  some  relief 
for  the  burden  on  realty. 

In  my  report,  which  was  prepared  a  year  ago  in  Iowa.  I  tried  to 
bear  that  thought  in  mind.  I  am  not  making  this,  Mr.  Chairman, 
as  a  criticism  of  the  reports  made  by  various  agricultural  experi- 
ment stations  at  all,  because  these  reports  were  made  with  definite 
ideas  in  mind,  but  the  criticism  is  merely  general.  I  think  that  the 
investigations  of  this  problem  in  the  future  should  be  based  on  a 
careful  study  of  the  whole  problem  and  not  merely  of  one  problem, 
and  if  that  be  so  I  believe  we  will  get  a  remedy  ver\-  much  sooner. 

To  be  brief  about  it,  in  our  Bulletin  we  found,  as  Doctor  Coombs 
show-ed  this  morning  on  one  of  these  charts,  that  there  is  very  little 
difference  between  the  urban  tax  and  the  farm  tax  when  measured 
from  the  point  of  view  of  earnings.  If  you  will  remember,  that 
was  true  in  some  states.  In  four  of  the  states  it  was  one  way  just 
a  little  bit.  and  in  five  of  the  other  states  it  was  just  a  bit  the  other 
way.     That,  however,  is  not  the  serious  problem. 

Our  investigation  shows  that  whereas  agriculture  or  farms  fre- 
quently pay,  not  merely,  the  amount  of  tax  shown  in  the  charts,  but 
marginal  farms  pay  more  than  their  entire  income  in  taxes.  We 
also  find  that,  that  is  likewise  true  of  the  property  of  corporations, 
as  well  as  of  urban  property  of  various  kinds. 

So,  the  facts  can  be  obtained,  and  I  think  in  the  future  when 
these  studies  are  made  a  more  serious  effort  should  be  made  to  study 
the  w'hole  problem,  in  order  to  get  a  clear  idea  of  the  fact  that  what 
we  want  to  do  is  to  relieve  realty  as  a  whole. 

Now,  in  conclusion  I  have  been  very  much  interested  in  these 
papers,  particularly  the  paper  of  Professor  Derrick  of  South  Caro- 
lina. It  is  a  very  interesting  aspect  of  the  question,  and  I  hope  the 
discussion  will  bring  out  the   fact  that  with  the  other  sources  of 
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tax-paying  capacity,  so  excellently  stated  by  ]\Ir.  Watson  of  Illinois, 
we  can  obtain  relief,  either  through  some  kind  of  business  taxes  or 
from  income  taxes. 

Chairman  Newton  :  The  next  speaker  on  this  program  is  to 
review  the  paper  given  by  Mr.  Powell  this  morning,  as  to  the  far- 
mer's views  on  taxation.  I  now  present  Professor  E.  S.  Todd,  of 
IMiami  University,  Oxford.  Ohio. 

Edwin  S.  Todd  (Ohio)  :  In  his  paper,  Mr.  Powell  has  hinted  at 
the  difficulties  encountered  in  discussing  a  topic  of  this  kind — 
namely,  the  great  diversity  in  agricultural  conditions  among  the 
various  states.  Therefore,  one's  opinions  are  naturally  apt  to  be 
colored  by  his  knowledge  of,  and  experience  with,  conditions  in  his 
own  community.  On  the  other  hand,  one  is  apt  to  deal  in  gener- 
alities. Mr.  Powell  has  succeeded  very  well  in  avoiding  the  pitfalls 
at  either  extreme  and  in  presenting  a  viewpoint  with  which  we  are 
all  in  substantial  agreement.  In  opening  the  discussion  of  his  paper 
I  shall  endeavor  to  concentrate  on  a  few  aspects  of  the  problem  and 
looking  to  the  application  of  practical  plans  for  betterment  of  the 
situation. 

Is  there  a  farmer's  tax  problem  ?  That  is  to  say,  can  we  isolate 
the  farmer  from  his  fellows  and  point  out  peculiarities  in  his  tax 
problems  that  do  not  exist  for  any  other  social  or  economic  group? 
In  seeking  an  answer  to  the  question,  let  us  review  the  facts  in 
the  case. 

As  Mr.  Powell  points  out.  there  is  a  widespread  feeling  among 
farmers  that  their  taxes  are  increasingly  burdensome.  But  railway 
corporations,  like  insurance  companies,  and  many  other  business 
enterprises  are  in  the  same  situation. 

There  is  constant  complaint  that  there  is  great  irregularity  in  the 
assessment  of  farm  lands.  But  this  irregularity  is  equally  a  phe- 
nomenon in  a  majority  of  urban  communities.  I  cannot  wholly 
agree  with  Mr.  Powell's  observation  that  farm  assessments  as  a 
group  tend  to  vary  in  the  same  direction  at  the  same  time  while  city 
assessments  vary  among  themselves.  Observation  in  parts  of  Ohio 
at  least  would  lead  one  to  believe  that  farm  assessments  vary  very 
decidedly  among  themselves. 

Farm  surveys  such  as  that  recently  made  in  South  Dakota,  a 
typically  rural  state,  prove  the  truth  of  Mr.  Powell's  observation 
that  there  is  a  lack  of  proper  relationship  between  taxes  on  farm 
property  and  income  from  that  property.  The  South  Dakota  survey 
showed  that,  on  the  average,  taxes  absorbed  20  per  cent  of  the  net 
incomes  from  farm  realty.  This  percentage  will  probably  hold 
good  for  all  farm  property  in  the  Middle  West.  On  the  other  hand, 
this  same  survey  revealed  the  fact  that  taxes  on  net  urban  rent 
absorbed  29  per  cent  of  net  rent.     It  is  a  fair  presumption  that  the 
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same  ratio  holds  good  for  most  urban  communities  in  the  United 
States.  Here  again  we  fail  to  find  a  tax  problem  peculiar  to  the 
rural  communities. 

Another  complaint  frequently  found  is  that  a  large  proportion  of 
the  farmer's  tax-dollar  goes  into  channels  that  do  not  benefit  him 
directly  and  immediately.  This  complaint  may  in  part  be  based  on 
facts  but  in  some  measure  at  least  it  is  based  on  ignorance  of  the 
facts  of  the  case.  In  this  connection,  by  the  way,  it  is  amazing 
how  ignorant  the  average  ckizen  is  as  to  what  becomes  of  the 
tax-dollar.  In  Ohio,  for  example,  one  frequently  finds  farmers  and 
business  enterprisers  complaining  of  the  direct  burden  of  state  taxes 
where,  as  a  matter  of  fact,  real  estate  bears  almost  an  infinitesimal 
amount  of  the  direct  burden  of  the  cost  of  state  government.  By 
far  the  larger  part  of  the  tax-dollar  in  Ohio  goes  to  meet  local  gov- 
ernmental expenses.  A  similar  situation  is  found  in  a  typically 
rural  commonwealth  such  as  South  Dakota  where  84  per  cent  of  the 
tax-dollar  was  used  for  local  purposes,  67  per  cent  for  education 
and  highways  alone.  Here  we  do  find  a  tax  problem  peculiar  to  the 
farmer,  in  the  sense  that  the  solution  of  the  problem  is  to  a  large 
extent  in  the  hands  of  the  local  rural  community. 

Granting,  however,  for  the  sake  of  argument,  that  the  rural  com- 
munity has  a  peculiar  problem  and  that  farm  taxes  are  too  high, 
v>'hat  is  the  remedy  ? 

A  few  enthusiastic  reformers  are  now  telling  Ohio  farmers  that 
classification  of  property  for  taxation  purposes  will  lighten  the 
burden  on  farm  realty.  Eager  as  I  am  to  see  a  favorable  vote  next 
November  on  the  question  of  removing  the  uniform  rule  from 
Ohio's  constitution,  I  hesitate  to  advocate  this  needed  reform  on 
such  grounds.  Classification  should  lighten  the  burden  on  realty 
but  it  will  not  do  so  until  every  community  is  intelligently  aware  of 
other  factors  in  the  situation  which  tend  to  maintain  and  increase 
burdensome  taxes. 

We  have  likewise  been  assured  that  a  full  valuation  of  realty  for 
tax  purposes  will  tend  to  lower  the  tax  rate,  but  experiment  has 
shown  that,  coincident  with  full  valuation,  tax  rates  have  eventually 
been  raised  instead  of  lowered  because  of  misguided  enthusiasm  for 
local  improvements. 

The  suggestion  has  been  made  that  changes  in  the  methods  of 
assessment  of  realty  will  tend  to  lower  taxes.  The  assessment  of 
realty  by  expert  appraisers  under  general  state  supervision  is  the 
"  substance  of  things  hoped  for  "  by  all  of  us,  but  scientific  assess- 
ment will  not  necessarily  lessen  the  total  tax  burden.  It  will  accom- 
plish its  purpose,  and  a  worthy  one,  if  it  succeeds  in  bringing  about 
a  more  equitable  distribution  of  the  tax  burden. 

I  should  like  to  emphasize  the  points  just  made  by  insisting  that 
the  merits  of  classification,  full  valuation  and  expert  appraisal  must 
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be  based  on  principles  of  justice  and  equity  adjusting  the  burdens 
of  governmental  costs  rather  than  on  any  certain  expectation  that 
such  reforms  will  reduce  the  total  tax  burden. 

Where,  then,  are  the  remedies  for  high  taxes?  I  offer  two  sug- 
gestions as  a  basis  for  possible  further  discussion. 

The  remedy  for  high  taxes  is  to  a  large  extent  in  the  hands  of 
the  local  jurisdiction,  rural  or  urban.  If  local  taxes  are  too  high 
the  reason  can  frequently  be  found  in  local  pride,  in  trying  "  to 
keep  up  with  the  Joneses,"  or  through  ignorance  as  to  the  nature 
and  financial  results  of  proposed  expenditures.  For  example,  ]\Ir. 
Millbank  Johnson,  writing  in  The  Tax  Digest  for  January,  1929, 
cites  the  case  of  a  California  county,  where  in  1928  the  majority 
of  the  citizens,  at  the  behest  of  certain  road  contractors,  signed  a 
petition  ordering  the  construction  of  certain  roads.  The  result  was 
an  annual  tax  for  that  work  alone  amounting  to  350  per  cent  of 
the  assessed  valuation  of  the  property  involved!  This  illustration 
might  be  duplicated  in  hundreds  of  local  jurisdictions  in  the  United 
States. 

Sometimes,  however,  a  local  community  may  be  forced  to  make 
unnecessary  expenditures  on  account  of  pressure  from  state  officials 
who  may  be  enthusiastic  but  oftentimes  impractical  reformers.  One 
example  will  suffice.  A  certain  township  Board  of  Education  in 
Ohio  was  ordered  by  the  state  school  authorities  to  make  expensive 
additions  to  the  township  high  school.  The  penalty  for  refusing  to 
comply  with  the  order  would  be  the  withdrawal  of  the  right  to 
operate  as  a  first-class  high  school.  The  building  was  comparatively 
new  and  an  expenditure  of  a  few  hundred  dollars  would  have  placed 
it  in  first-class  condition.  One-fourth  of  the  bonds  issued  for  con- 
structing the  building  were  still  unpaid.  Since  the  school  was  a 
small  one,  the  writer,  who  was  called  in  consultation,  advised  the 
Board  to  swallow  its  local  pride  and  refuse  to  make  the  large  ex- 
penditures demanded.  These  two  illustrations  clearly  prove  the 
contention  that  the  local  community  can  call  a  halt  on  the  raising 
of  taxes. 

These  two  examples  also  indicate  another  remedy  for  high  taxes, 
namely,  the  necessity  for  a  local  budget  constructed  in  such  a 
manner  that  the  average  man  can  and  will  understand  its  nature 
and  its  implications.  If  the  people  of  a  community  know  where 
and  why  proposed  expenditures  are  to  be  made,  and  if  they  clearly 
understand  all  the  implications  involved,  they  have  no  just  cause 
for  complaining  about  high  taxes.  The  same  comment  can  be  made 
in  connection  with  a  proposal  for  deferred  taxes  through  bond 
issues.  When  a  community  is  called  upon  to  vote  on  a  bond  issue, 
there  should  be  a  clear  understanding  as  to  the  future  burdens  in- 
volved. In  such  a  case,  the  community  has  itself  to  blame  if  resul- 
tant taxes  are  too  high. 
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Speaking  for  tlie  farmers  alone,  I  second  the  suggestion  of  Mr. 
Powell  that  local  and  state  farm  organizations  can  and  should  be 
agencies  for  collecting  and  disseminating  facts  in  connection  with 
governmental  costs  and  taxation.  There  should  be  a  closer  correla- 
tion of  the  work  of  chambers  of  commerce  and  farm  organizations. 
Sympathetic  and  intelligent  cooperation  between  rural  and  urban 
organizations  should  replace  the  attitude  of  suspicion  and  antag- 
onism which  so  frequently  exists  in  the  relations  of  these  organiza- 
tions. Together,  they  can  be  a  tremendous  force  for  sane  and  wise 
and  purposeful  education  of  our  local  communities  in  matters  affect- 
ing governmental  finance. 

One  more  practical  suggestion.  If  we  are  to  educate  the  people 
of  either  rural  or  urban  communities  in  matters  affecting  local 
taxation,  we  must  make  it  continuous.  We  now  have  in  Ohio,  T 
fear,  a  situation  that  illustrates  the  lack  of  wisdom  in  spasmodic 
attempts  at  sujch  education.  I  refer  to  the  campaign  to  change  the 
uniform-rule  clause  of  the  state  constitution.  So  far  as  I  know,  the 
friends  of  this  reform  have  scarcely  commenced  action.  The  foes, 
however,  are  already  bringing  out  the  age-old  charges  of  class  and 
selfish  interests  and  private  gain  on  the  part  of  the  proponents  of 
the  constitutional  amendment.  A  great  mistake  was  made  in  not 
enlisting  long  ago  the  united  efforts  of  commerce  boards  and  the 
various  farm  organizations  in  persistent,  continuous  efforts  to  get 
facts  and  to  present  those  facts  in  an  unbiased,  unprejudiced  man- 
ner to  the  people. 

My  thesis  is,  therefore,  three-fold  in  nature.  First,  the  cure  for 
high  taxes  is  to  be  found  not  in  the  machinery  of  taxation,  but 
rather  in  the  field  of  expenditure.  Second,  to  a  large  extent  the 
people  of  every  local  community  have  in  their  own  hands  the  con- 
trol of  future  tax  rates.  Third,  farm  and  commercial  bodies  have 
every  facility  for  and  the  duty  of  research  and  the  spreading  of  the 
fruits  of  such  research  to  the  end  of  furthering  intelligent  insight 
into  and  control  of  governmental  costs. 

Chairman  Nkwton  :  The  more  I  hear  of  these  discussions,  the 
more  discussion  I  think  I  am  going  to  hear. 

Mr.  W.  H.  Stauffer,  of  the  University  of  Virginia,  will  discuss 
the  paper  by  Professor  Derrick,  of  the  University  of  South  Caro- 
lina, on  Consumption  Excise  Taxes. 

W.  H.  Stauffer  (University  of  Virginia)  :  The  suggestion  that 
consumption  excise  taxes  constitute  a  potential  source  of  additional 
revenues  for  state  governments,  and  the  recommendation  that  such 
taxes  may  be  considered  as  affording  a  desirable  measure  of  relief 
for  the  tax  burden  on  farm  property  is  the  subject  of  Professor 
Derrick's  paper.  My  discussion  of  this  paper  will  be  confined  to 
some  comments  on  the  nature  and  workings  of  such  taxes.     I  shall 
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not  attempt  to  present  detailed  alternative  measures  of  relief.  I  be- 
lieve that  consumption  excise  taxes  are  not  a  desirable  form  of  state 
taxation,  and  I  do  not  believe  they  make  for  any  greater  equality 
in  taxation  or  any  fairer  distribution  of  the  tax  burden.  I  say  this 
because  of  a  principle  of  public  policy  in  which  I  believe  most  of 
those  present  will  support  me,  which  is  that  taxes  are  not  equalized 
simply  by  relieving  one  subject  and  burdening  another,  if  in  the 
process  the  effects  of  such  shifting  are  not  ascertained  to  work  for 
greater  equality. 

The  objections  which  I  wish  to  present  to  such  taxes  as  are 
suggested  in  Professor  Derrick's  paper  are : 

First:  Such  taxes  are  distinctly  regressive.  They  apply  with 
greater  proportional  weight  upon  the  lower  income  groups  than 
upon  the  high  income  groups.  To  argue  that  such  taxes  shall  be 
levied  only  on  commodities  which  are  not  essential  to  life  or  social 
status  does  not  justify  the  inequality  which  inheres  in  the  tax. 
Moreover,  practice  and  experience  have  demonstrated  that  the  com- 
modities against  which  such  taxes  may  be  levied  reduce  themselves 
to  two  or  three  items  of  wide  consumption,  the  chief  of  which  are 
tobacco  and  soft  drinks.  We  may  fairly  question  whether  products 
of  this  sort  have  not  become  as  much  a  part  of  every-day  needs  as 
a  good  deal  of  the  food  we  consume  or  the  clothing  we  wear.  If 
we  are  to  justify  excise  consumption  taxes  when  they  are  imposed 
upon  non-essential  commodities  there  are  great  possibilities  for 
revenue  in  an  alarming  proportion  of  our  daily  comforts  and  satis- 
factions. 

Tobacco  products  which  have  been  singled  out  by  every  state 
except  one,  which  up  to  1929  enacted  sales  taxes  on  consumption 
goods,  now  bear  a  tax  of  no  small  magnitude  at  the  instance  of  the 
federal  taxing  authority.  In  1927  the  U.  S.  Government  collected 
nearly  four  hundred  millions  of  dollars  through  imposts  on  tobacco 
products.  The  result  of  this  was  that  the  prices  on  certain  tobacco 
items  were  made  approximately  one  hundred  per  cent  beyond  the 
retailer's  marketable  price,  had  no  such  tax  been  imposed.  My 
point  is  that  we  travel  far  from  the  principle  of  equality  of  burden 
when  in  the  face  of  an  already  heavy  load  upon  certain  products  of 
consumption  we  seek  to  exact  still  further  tribute,  simply  because  it 
is  possible  to  do  so. 

Another  point  of  objection  to  the  use  of  consumption  excise  taxes 
by  the  states  is  the  fact  that  a  discriminatory  price  is  created  against 
commodities  sold  in  the  state  of  imposition  if  the  adjoining  states  do 
not  have  similar  taxes.  One  effect  of  such  a  situation  might  be  to 
cause  purchases  to  be  made  outside  the  state  of  imposition,  and  this 
would  be  done  in  all  cases  where  the  inconvenience  of  doing  so 
was  not  so  great  as  to  outweigh  the  disutility  suffered  by  the  pay- 
ment of  the  tax. 
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It  may  be  significant  to  observe  that  of  the  states  which  in  1928 
were  imposing  excise  consumption  taxes — twelve  in  number — only 
two  had  any  form  of  income  tax,  as  a  part  of  their  revenue  system. 
South  Carolina,  it  appears,  collected  about  as  much  from  income 
taxes  as  from  sales  taxes — approximately  three  millions  of  dollars. 
North  Dakota  collected  approximately  half  a  million  in  income 
taxes  and  something  under  this  amount  in  sales  taxes.  One  is  in- 
clined to  wonder  why  those  other  states  which  have  rushed  into  the 
field  of  sales  taxes  have  not^resorted  to  the  field  of  the  income  tax 
which  unquestionably  rests  upon  a  firmer  fiscal  principle  than  do 
consumption  excise  taxes. 

Mention  has  been  made  of  the  gasoline  tax  as  an  illustration  of 
the  success  and  great  possibilities  of  sales  taxes.  It  must  be  patent 
that  the  gasoline  tax  constitutes  a  special  case  on  sales  of  commod- 
ities at  retail  and  does  not.  therefore,  properly  come  within  the 
purview  of  this  discussion.  Gasoline  taxes  are  levied  generally  for 
the  specific  benefit  of  the  users  of  the  product,  namely,  for  the 
development  and  maintenance  of  highways,  and  in  rough  proportion 
as  the  tax  is  paid  does  the  taxpayer  receive  benefit.  I  do  not,  there- 
fore, consider  the  gasoline  tax  as  an  argument  for  the  general 
adoption  of  consumption  excise  taxes. 

A  bold,  broad  maxim  of  taxation  says  that  any  tax  on  zvhat  men 
have  is  better  than  a  tax  on  n'hat  men  need.  If  this  be  true,  and  I 
believe  it  is,  then  we  are  moving  in  the  wrong  direction  when  we 
agitate  for  the  wider  extension  of  consumption  excise  taxes  as  a 
feasible,  practicable  and  fiscally  sound  source  for  additional  state 
revenues. 

Fred  R.  Fairchild  (acting  chairman). 

Ch.\irm.\n  F.-virchild:  I  understand  that  Mr.  Baker  is  not  here, 
but  that  his  place  will  be  taken  by  Mr.  Ivan  Acker,  State  Tax  Com- 
missioner of  North  Dakota,  who  will  discuss  the  first  paper  of  the 
afternoon,  the  one  by  Dr.  Blaine  F.  Moore  on  Farm  Taxation 
Viewed  from  a  Business  Standpoint. 

Ivan  Acker  (North  Dakota)  :  Mr.  Chairman,  Ladies  and  Gentle- 
men of  the  tax  conference  : 

I  had  not  expected  to  take  part  in  any  of  the  discussions  of  this 
conference.  I  was  appointed  State  Tax  Commissioner  of  North 
Dakota  on  the  first  of  July  of  this  year;  consequently  I  do  not 
pretend  to  be  a  tax  expert.  However,  I  have  had  some  experience 
in  tax  matters,  having  been  a  county  or  prosecuting  attorney  for 
ten  years,  and  State  Legislative  Reference  Librarian  of  North 
Dakota  for  six  years. 

I  have  been  very  much  interested  in  hearing  the  papers  read  at 
this  conference.     The  wonderful  paper  delivered  by  Mr.  Tobin  on 
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the  tax  situation  in  New  York  was  indeed  a  splendid  treatise  on 
taxation. 

I  am  here,  however,  to  discuss  the  paper  delivered  this  afternoon. 
I  shall  only  attempt  to  discuss  it  in  a  very  superficial  way. 

The  statement  has  been  made  here  that  the  business  men  of  this 
country  have  been  sympathetic  towards  the  farmer,  not  only  in  his 
farm-relief  problem  but  in  his  tax  problem.  That  is  undoubtedly 
true ;  but,  coming  as  I  do  from  a  state  that  possibly  has  the  reputa- 
tion for  considerable  radicalism,  although  I  happen  to  belong  to  the 
conservative  party  of  that  state — a  state  which  Mencken  character- 
izes as  ■'  The  Cow  Country  " — I  may  not  have  the  same  feeling  and 
the  same  point  of  view  that  many  of  you  have  who  reside  in  the 
east. 

I  feel  that  the  business  men  of  the  United  States  could  have  taken 
a  very  much  more  active  and  intelligent  interest  in  the  farmers' 
problems  than  they  have.  How?  In  the  first  place,  I  have  often 
wondered  why  it  is  that  the  very  finest  brains  of  our  country,  men 
of  the  type  of  Professor  x\dams,  Mr.  Owen  D.  Young  and  Mr.  J. 
Pierpont  Morgan,  are  sent  across  the  water  to  solve  the  problems 
of  European  nations. 

I  have  often  wondered  why  it  is  that  some  of  the  big  men  of  our 
country  do  not  take  a  more  active  and  intelligent  interest  in  the 
farmers'  problems.  I  am  sure  that  if  the  business  men  of  this 
country  would  take  an  active  interest  in  the  farmers'  problems,  in 
his  tax  problem  as  well  as  in  his  marketing  problem,  there  would  be 
better  feeling,  there  would  be  less  radicalism  in  the  country,  there 
would  be  fewer  demagogues  trying  to  lead  the  farmers. 

I  have  heard  the  discussions  here  during  this  conference;  I  have 
heard  statements  to  the  effect  that  we  should  relieve  the  farmer 
from  his  taxation,  from  taxation  on  his  farms,  that  he  is  over- 
burdened with  taxes,  and  all  that.  It  is  unquestionably  true  that 
the  farmer  is  taxed  heavily  in  every  state  of  the  Union.  He  is 
taxed  heavily  in  my  state  but,  as  suggested  by  Mr.  Todd  who  spoke 
just  a  few  minutes  ago,  in  most  rural  states  the  Iiurden  of  taxation 
is  local  and  not  state. 

Take  the  situation  in  North  Dakota,  15  i)er  cent  of  the  taxes 
paid  by  the  farmer  goes  towards  the  sujjport  of  state  government; 
15  per  cent,  approximately,  goes  for  the  support  of  county  govern- 
ment; the  rest  is  used  locally  for  the  su])port  of  schools  and  for  the 
building  of  roads. 

In  North  Dakota  this  year  we  were  able  to  reduce  the  levy  very 
considerably.  And  why  ?  Our  income  tax  exceeded  our  expecta- 
tions. Then  again,  almost  $400,000.  a  very  considerable  item  in 
our  state,  was  realized  from  the  tax  on  cigarettes  and  snuff,  an 
excise  tax  that  is  operating  successfully. 

I  talked  with  a  gentleman   from   Iowa  last  evening,  and  he   in- 
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formed  me  that  Iowa  is  obtaining  about  $2,000,000  from  tlie  same 

source.  .  .  ,.     +  +Uo 

I  do  not  believe  that  there  is  any  disposition  on  the  part  ot  the 
neople  of  North  Dakota  to  repeal  the  excise  tax  or  the  stamp  tax 
on  cigarettes  and  snuff,  although  the  dealers  have  unquestionably 
taken  advantage  of  the  tax  to  profiteer.  A  package  of  cigarettes 
in  Moorehead,  right  across  the  river  from  Fargo,  costs  15  cents; 
in  North  Dakota  the  same  package  of  cigarettes  costs  20  cents. 
The  tax  is  three  cents  on  a  package  of  ten  cigarettes.  The  dealer 
is  making  an  additional  two  cents  profit.  We  undoubtedly  could 
raise  the  tax  another  cent,  and  the  dealer  would  not  probably  have 
the  nerve  to  charge  21  cents  for  a  package  of  cigarettes. 

Then  again,  the  tax  on  insurance  premiums  has  realized  a  good 
deal  of  revenue  for  our  treasuries.  Our  gasoline  tax  has  operated 
very  successfully. 

In  North  Dakota  I  do  not  believe  we  would  have  a  very  serious 
tax  problem,  provided  the  farmer  could  get  an  adequate  price  for 
his  product  or  what  his  toil  produces.  I  believe  that  is,  atter  all, 
the  big  problem  in  this  country.  The  United  States  Government 
has  undoubtedly  done  a  great  deal  for  the  farmer,  but  they  have 
done  the  farmer  a  great  deal  of  harm  also.     How? 

I  remember  the  time,  only  a  few  short  years  ago,  when  every 
one  of  us  was  land-hungry.  What  was  the  result?  Out  in  Mon- 
tana and  in  the  western  part  of  the  United  States,  the  United  States 
Government  threw  open  for  settlement  and  for  homesead  entry, 
land  that  God  Almighty  had  made  for  a  natural  range,  and  they 
destroyed  that  natural  range.  They  destroyed  that  wonderful, 
beautiful  grass  out  there  where  cattle  could  fatten  in  the  winter- 
time. In  northern  Minnesota  they  drained  the  swamps.  Down  in 
New  Mexico  and  Arizona  they  built  great  reclamation  projects,  and 
put  upon  the  market  a  great  deal  of  land  that  has  proven  unre- 
munerative. 

There  are  thousands  of  people  who  have  built  their  homes  on  that 
land  and  they  are  suft'ering.  It  is  a  ruthless  process,  which  simply 
means  the  survival  of  the  fittest.  That  is  what  it  is.  I  hope  that 
hereafter  the  United  States  Government  will  exercise  a  little  more 
intelligence  and  discretion  in  the  matter  of  throwing  open  public 
domains  that  are  really  not  suitable  for  intensive  farming. 

Another  thing  is.  I  believe  that  the  business  men  should  help 
the  local  farmer  in  formulating  his  budgets.  In  North  Dakota  we 
have  a  county  budget,  we  have  a  township  budget,  we  have  a  school 
district  budget.  The  school  district  and  the  township  budgets  are 
new,  but  unquestionably  taxes  can  be  reduced  provided  people  act 
intelligently  to  meet  the  budget  requirements. 

Another  thing,  it  seems  to  me  that  our  educators  are  going  to 
extremes.     That  is  probably  true  in  New  York  as  well  as  in  North 
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Dakota.  They  are  advocating  all  kinds  of  new  things  in  education, 
and  at  the  same  time  they  are  not  trying  to  determine  how  the 
farmer  is  going  to  meet  the  expenses  to  pay  for  that  education. 

You  all  know  about  the  rural  schools,  the  consolidation,  the  trans- 
portation problem.  It  has  brought  on  a  tremendous  cost  to  the 
farmer.  So,  after  all,  it  is  up  to  the  farmer  himself  to  solve  his 
local  problem.  That  is  the  way  I  look  at  it.  We  can  do  it  if  we 
taken  an  intelligent  interest  in  the  local  budget. 

The  tax  commissioner,  for  example,  can  advise  the  local  asses- 
sors, prepare  for  them  a  manual,  watch  local  assessments,  send  a 
man  to  the  various  districts  where  he  sees  that  assessments  are 
being  erroneously  made.     A  great  deal  can  be  done  along  that  line. 

Now,  in  closing — I  want  to  say  that  I  believe  we  are  pretty  much 
in  the  same  position  as  the  cashier  of  the  bank  was  in  back  in  1907. 
during  the  panic.  A  man  came  into  the  bank  to  cash  a  check,  and 
the  cashier  said  to  him,  ''  My  friend,  I  cannot  cash  your  check,  I 
cannot  give  you  any  money;  but  I  can  give  you  something  just  as 
good.  Here  is  a  clearing-house  certificate."  The  farmer,  an  old 
German  fellow,  scratched  his  head,  but  couldn't  understand  it,  so 
the  cashier  kept  on  explaining  it  to  him.  "  It  is  not  cash,  but  it  is 
something  just  as  good;  don't  you  understand?"  '"  Well,"  said  the 
farmer,  "  I  think  1  do.  It  is  just  like  this:  My  baby,  he  wake  up 
in  the  night,  and  he  cry,  and  he  cry  for  milk.  And  I  say,  '  Don't 
cry,  baby,  I  haven't  got  any  milk;  but  I  got  something  just  as  good. 
Here  is  a  milk  ticket.'  " 

It  seems  to  me  after  all  that  what  we  need  is  to  get  down  to 
business  and  common  sense  and  down  to  fundamental  honesty ;  get 
rid  of  these  politicians  that  are  log-rolling  in  our  legislatures. 
Whenever  there  is  a  chance  to  decrease  assessments,  instead  of  in- 
creasing appropriations  for  any  purpose,  then  decrease  the  assess- 
ments, decrease  the  valuations.  That  is  what  we  did  in  North 
Dakota  this  year.  We  cut  the  valuation  there  $6,000,000.  We 
lopped  off  $275,000  from  our  assessments,  as  far  as  the  state  gov- 
ernment was  concerned. 

If  the  tax  commissioners  and  the  taxing  bodies  of  our  states 
would  only  be  awake  to  the  situation,  and  watch  every  county, 
watch  every  district,  and  be  ready  to  advise  and  to  counsel,  we 
can  remedy  a  good  many  of  these  things;  but,  by  all  means  watch 
the  politician. 

Chairman  Fairchild:  The  program  will  be  continued  by  Mr. 
C.  R.  Tharp  of  the  Tax  Department,  National  Industrial  Confer- 
ence Board,  who  will  speak  with  special  reference  to  Mr.  Watson's 
paper. 

C.  R.  Tharp  (New  York)  :  Mr.  Chairman,  Ladies  and  Gentle- 
men of  the  Tax  Conference: 
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I  have  no  serious  disagreement  with  Air.  Watson's  paper.  He 
has  launched  another  very  successful  attack  against  the  general 
property  tax.  Such  attacks  afford  a  kind  of  pastime  among  tax 
students. 

There  is  convincing  evidence  that  the  farming  class  is  paying  out 
in  taxes  a  greater  amount  of  their  net  returns  than  any  other  class 
of  taxpayers.  This  fact  is  supported  hy  thorough  and  scientific 
research  studies  in  Arkansas.  Wisconsin,  Indiana,  North  Carolina, 
North  Dakota,  Colorado,  Michigan  and  New  York. 

The  ratio  of  rents  to  values  on  rented  farms  are  so  low  in  many 
localities  that  the  property  tax  paid  by  the  farmers  becomes  a  tax 
on  wages. 

Suppose  a  farmer's  net  income  is  $2000.  Assume  that  his  farm 
is  valued  at  $15,000,  which  is  one-half  of  $2000  capitalized  at,  say, 
approximately  seven  per  cent.  A  high  rate.  The  assessed  value  is 
$10,000;  and  the  rate  is  three  per  cent. 

His  tax  would  be  $300,  which  is  15  per  cent  of  his  personal  in- 
come. A  professional  income  would  have  to  be  slightly  over 
$80,000  to  pay  the  same  rate  of  federal  income  tax.  In  New  York 
the  highest  rate  is  three  per  cent  on  incomes  in  excess  of  $50,000. 

WHiy  are  farmers  paying  taxes  out  of  proportion  to  other  eco- 
nomic groups?  A  number  of  factors  have  combined  to  produce 
this  result. 

It  has  been  observed  that  during  the  first  half  of  the  period  1915- 
1924  farm  income  increased  more  rapidly  than  farm  values.  Rates 
were  based  on  these  values.  Notwithstanding  the  increased  rates, 
the  proportion  of  taxes  to  income  fell.  During  the  second  half  of 
this  period  farm  income  declined  relatively  more  than  farm  values 
and  the  lowering  of  assessment  values  lagged  behind  the  decline  of 
actual  values. 

The  ratio  of  farm  profits  to  farm  values  is  low.  Two  factors 
contribute  to  produce  this  result. 

Farmers  are  in  a  world  market  and  must  compete  with  newly 
cultivated  areas  of  Canada  and  South  America  as  well  as  with 
submarginal  farms  of  this  country.  One  year  of  prosperity  stim- 
ulates over-production. 

Capital  invested  in  farms  is  immobile.  The  farmer  usually  in- 
vests in  farm  property  or  farm  mortgages.  In  the  first  decades  of 
this  century  interest  on  mortgages  was  declining  so  that  he  was 
without  the  desired  alternative  means  of  investment.  Because  the 
ratio  of  farm  income  to  property  value  is  thus  persistently  below 
the  ratio  of  return  on  other  property  and  because  the  taxes  paid  by 
the  farmer  are  based  on  this  property  value  and  not  upon  his  net 
return,  he  has  to  pay  taxes  which  represent  a  larger  proportion  of 
the  net  return  than  that  of  other  economic  groups. 

In  years  of  depression,  both  farm  incomes  and  business  incomes 
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fall.  While  assessments  based  on  income  fall  off,  property  tax  bur- 
dens remain  high,  and  as  governmental  expenses  do  not  decline  as 
rapidly  as  business  activity,  this  one  elastic  source  of  revenue  is 
usually  increased.  As  property  taxes  make  up  a  very  large  propor- 
tion of  farm  taxes,  the  result  is  that  farmers  bear  a  higher  tax 
burden  in  times  of  depression  than  in  times  of  prosperity. 

A  greater  proportion  of  urban  real  property  values  consists  of 
buildings  than  does  that  of  rural  sections.  Inasmuch  as  buildings 
are  a  form  of  capital,  there  is  a  possibility  of  taxes  being  shifted 
by  urban  owners  to  a  greater  extent  than  in  rural  districts. 

Values  are  affected  by  holding  of  land  for  speculation  purposes. 
What  are  the  methods  of  relief?  Now  that  it  is  established,  both 
in  fact  and  theory,  that  farmers  have  been  bearing  more  than  their 
share  of  the  cost  of  government  for  almost  a  decade,  what  can  be 
done  to  remedy  this  situation  ?  Various  remedies  have  been  sug- 
gested. (1)  Improvement  in  the  method  of  valuing  real  property, 
by  relating  values  more  closely  to  net  returns  or  net  rents.  (2)  Re- 
ducing local  governmental  cost  by  reorganization  and  combination 
of  the  smaller  taxing  districts.  (3)  Strengthening  the  local  tax 
administration.  (4)  Finding  new  sources  of  revenue  to  broaden 
the  base.  (5)  Taxing  property  now  exempt.  (6)  Stabilizing  farm 
income — this  is  not  a  fiscal  problem,  but  stabilization  would  do 
much  to  relieve  the  present  tax  burden.  (7)  Shift  certain  func- 
tions to  a  greater  extent  from  local  governments  to  state,  such  as 
education,  road  construction  and  social  welfare,  supporting  these 
activities  by  revenues  derived  at  least  in  part  from  sources  other 
than  farm  property.  (8)  Classification  of  property  on  the  basis  of 
earning  power. 

Of  these  suggested  methods  of  relief,  the  first  two  seem  most 
fundamental. 

The  intelligent  approach  to  the  question  of  tax  burden  is  to  ascer- 
tain what  i^roportion  of  net  returns  is  taken  in  taxes.  It  is  then 
possible  to  compare  the  tax  burden  of  economic  groups.  This 
■method  of  comparison  is  more  accurate  because  income  is  a  more 
accurate  measure  of  a  taxpayer's  ability  to  pay  a  tax  than  are  prop- 
erty values  under  present  methods  of  valuation  and  assessment. 
Since  it  requires  an  analytical  study  of  the  earning  power  of  various 
groups  of  economic  activities  to  discover  the  relative  burden,  it  is 
suggested  that  if  earning  power  were  used  to  a  greater  extent  in 
methods  of  valuation  for  all  economic  groups,  the  first  step  would 
be  taken  to  relieve  the  maladjustment  of  tax  burden  as  between 
these  groups. 

The  prevalent  method  of  valuing  property  according  to  sales 
value  is  objectionable  for  a  number  of  reasons.  (1)  Sales  values 
cannot  be  ascertained  for  all  classes  of  property.  (2)  Sales  values 
of  real  estate  are  usually  higher  than  current  earnings  justify.    The 
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particular  weakness  of  tlie  use  of  the  sales  method  in  New  York  is 
( 1 )  that  the  sales  data  collected  over  a  period  of  twelve  years  in- 
cludes some  sales  of  the  inflation  period.  (2)  Some  property  is 
included  which  would  not  sell  at  any  price.  The  data  probably 
reflects  more  nearly  the  values  of  the  better  lands. 

Fvaluation  by  capitalizing  average  net  returns  over  a  period  of 
vears  also  has  its   shortcomings.      (1)    Property   without  earnings 
would  not  be  taxed;  (2)  it  would  be  difficult  to  find  a  rate  ot  capi- 
talization   for   different   classes   of   property;    (3)    revenues   would 
fluctuate   more    from   vear   to   year  than   under   the   sales   method. 
From  the  standpoint  of  equalizing  the  burden  between   economic 
groups,  however,  the  advantages  appear  to  be  with  capitalization  of 
net  returns  or  net  rents  plan,  at  least  in  a  modified  form.    The  tax 
on  capitalized  net  returns  is  directly  proportional  to  property  in- 
comes.   The  earnings  value  can  be  fairly  accurately  determined  for 
most  propertv.     An  annual  tax  on  this  basis  would  be  less  burden- 
some since  assessed  values  would  then  rise  and  fall  with  net  returns. 
In  a  practical  plan  sales  value  and  capitalized  net  would  probably 
have  to  be  combined.     The  use  of  capitalized  earnings  as  a  factor 
in  the  valuation  of  real  property  is  not  without  precedent.     It  is 
now  used  as  a  factor  in  the  valuation  of  public  utility  property  in  a 
number  of  states.     An  index  of  earnings  for  different  classes  of 
property  could  be  worked  out  and  used  as  a  factor  in  the  valuation 
of    farm   and   other   real   property    equally   as   well    as    for   public 

utilities. 

The  laws  of  some  of  the  states  now  recognize  earnings  as  a 
factor  in  the  valuation  of  real  property.  Evidence  of  earnings  is 
accepted  as  a  factor  in  the  valuation  of  property  in  all  parts  of  the 
country.  Indiana  assessors  may  take  the  earnings  of  personal  prop- 
erty into  consideration.  Colorado  and  Alabama  also  recognize 
earnings.  The  trouble  with  the  prevailing  practices  is  that  they 
are  not  uniform,  systematic  or  scientific. 

Two  major  methods  of  taxation  are  developing  in  this  country 
side  by  side.  Taxes  measured  by  property  and  taxes  measured  by 
net  income.  Income  as  a  measure  of  the  tax  is  gaining  ground  in 
industrial  groups  other  than  farming.  If  the  burden  between  agri- 
cultural classes  and  other  economic  groups  is  to  be  kept  in  adjust- 
ment it  seems  that  earnings  must  be  given  a  prominent  place  m  the 
valuation  of  real  estate  in  the  future. 

The  greater  proportion  of  the  burden  on  farm  real  estate  resuhs 
from  local  government  costs.  In  many  of  the  states  a  great  saving 
can  be  accomplished  by  abolishing  and  combining  some  of  the  local 
units.  Whenever  it  is  not  possible  to  abolish  the  smaller  govern- 
mental units  they  should  at  least  be  re-allocated  to  conform  to  eco- 
nomic areas.  No  one  will  deny  that  state  aid  is  being  used  effec- 
tively to  equalize  the  burden  between  economic  groups  and  especi- 
20 
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ally  to  relieve  farm  property  from  some  of  its  burden,  but  the  use 
of  state  aid  to  perpetuate  the  use  of  submarginal  areas  is  an  abuse 
of  a  useful  means  of  equalization  of  burden. 

When  the  burden  on  property  is  placed  on  some  comparable  basis 
the  process  of  adjustment  can  be  begun  either  by  placing  a  tax  on 
certain  classes  of  taxpayers  now  escaping  or  increasing  the  rates 
on  economic  groups  found  to  be  under-taxed.  The  gasoline  sales 
tax  and  the  income  tax  have  met  with  much  more  favor,  recently, 
in  relieving  the  farmers  from  some  of  the  relative  burden.  The 
income  tax  offers  advantage  to  the  farming  class  which  seems  not 
to  have  been  fully  appreciated.  Practically  all  of  the  more  recent 
studies  carried  on  by  agricultural  research  students  suggest  the  in- 
come tax  as  one  method  of  relef.  When  all  or  even  a  part  of  the 
income-tax  receipts  are  used  for  state  purposes  or  are  distributed 
on  the  basis  of  school  population,  farmers  are  relieved  of  some 
burden  since  the  income  tax  reaches  certain  classes  who  receive 
substantial  income  but  own  little  or  no  property.  The  data  pre- 
sented by  Mr.  Watson  and  other  speakers  strongly  support  this 
theory.  In  a  number  of  the  states  now  using  the  state  income  tax 
a  very  respectable  yield  has  been  realized.  In  1927  Delaware  de- 
rived 11.4  per  cent  of  the  total  state  and  local  revenues  from  its 
income  tax,  Wisconsin  12  per  cent.  North  Carolina  7.4  per  cent. 
In  Wisconsin  the  total  receipts  from  the  income  tax  was  51.7  per 
cent  of  the  total  expenditures  for  state  government.  In  Massachu- 
setts 43.6  per  cent.  In  both  of  these  states,  however,  a  part  of  the 
revenues  from  this  source  are  distributed  back  to  the  localities. 

To  summarize  and  re-emphasize:  (1)  The  first  step  in  relieving 
the  farm-tax  burden  is  for  each  state  to  gather  the  necessary  data 
which  will  make  it  possible  to  compare  the  relative  burden  of 
various  economic  groups.  (2)  The  best  comparable  basis  of  burden 
between  economic  groups  is  net  returns.  The  U.  S.  Department  of 
Agriculture,  the  Agricultural  Colleges,  special  legislative  commit- 
tees and  private  research  organizations  are  now  taking  this  first 
step  and  in  the  right  direction.  (3)  With  the  findings  of  these 
organizations  before  the  legislatures,  then  action  should  be  taken 
even  though  it  means  the  entire  reorganization  of  the  tax  system. 
It  appears  that  this  movement  is  already  under  headway. 

Chairman  Fairchild:  I  suspect  that  there  are  many  delegates 
here  this  afternoon  who  wish  to  be  heard  on  this  important  subject, 
which  has  occupied  our  attention  during  both  sessions  today.  The 
Chair  suggests  that  each  speaker  announce  his  name  and  home  state 
for  the  benefit  of  the  reporter.  He  also  warns  you  that  he  proposes 
to  be  somewhat  hard-boiled  in  the  enforcement  of  the  seven-minute 
time  limitation. 

The  subject  is  now  open  for  discussion. 
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L.  H.  Cook  (Iowa):  Mr.  Cliairman,  Ladies  and  Gentlemen:  I 
do  not  propose  to  take  up  my  full  seven  minutes,  but  I  have  a  few 
comments  I  should  like  to  make. 

I  note  that  the  gentleman  from  North  Dakota,  in  concluding  his 
remarks,  warned  us  to  beware  of  the  politician.  A  politician,  accord- 
ing to  my  idea,  is  the  fellow  on  the  other  side  of  the  fence ;  a  man 
who  agrees  with  you  is  a  statesman  and  a  valuable  pul^lic  servant. 
I  have  been  both. 

I  might  say,  to  begin  with,  that  to  a  certain  degree  the  most 
valuable  service  the  farmer  gets  in  the  way  of  relief  in  his  actual 
problems  comes  through  the  benighted  politician,  because  the  far- 
mer himself  does  not  go  out  to  get  what  he  is  entitled  to,  somebody 
else  has  to  go  out  and  get  it  for  him.  We  often  hear  the  statement. 
"  Go  back  to  your  local  communities  and  solve  your  own  problems." 

I  contend  that  there  is  a  problem  in  the  local  community  that  the 
farmer  himself  cannot  solve.  He  cannot  settle  the  question  of 
whether  or  not  unjust  burdens  of  taxation  are  being  imposed  upon 
him  by  the  state  or  by  the  county ;  he  cannot  solve  that  in  his  local 
community.  It  is  true  that  he  can  regulate  his  local  expense.  He 
cannot' evade,  however,  an  unfair  apportionment  of  school  costs,  or 
of  highway  costs. 

We  have  heard  a  great  deal  today  about  the  question  of  how  we 
are  going  to  get  to  the  farmer  and  relieve  him  of  his  tax  burden. 
W^e  are  not  going  to  do  it.  What  we  are  going  to  try  to  do  in 
taxation  is  to  see  that  he  does  not  bear  any  burden  which  does  not 
belong  to  him,  and  as  I  regard  it.  that  is  the  problem  of  farm  taxa- 
tion and  the  fundamental  problem. 

There  is  a  good  deal  of  sympathy  wasted  on  the  farmers.  I  come 
from  a  farm  state,  a  great  state,  a  wealthy  state,  and  I  am  proud 
of  it.  Our  farmers  are  prosperous,  generally  speaking,  but  we  do 
have  farm-tax  problems  just  as  all  of  you  have.  We  have  done,  I 
might  say,  many  of  the  things  which  have  been  suggested  here 
today,  to  remedy  that  farm  problem,  yet  we  still  have  a  farm  prob- 
lem. We  do  not  have  any  question  about  our  public  expenditures, 
we  know-  what  they  are  and  how  they  are  made.  We  have  a  budget 
system  which  is  inadequate  in  that  it  gives  us  no  power  over  the 
levy,  but  every  citizen  in  low-a  can  find  out  on  a  minute's  notice 
where  his  money  went,  and  for  what.  I  think  that  is  true  of  a 
good  many  states. 

We  have  an  excise  tax  on  cigarettes  that  raised  in  1928  approxi- 
mately $1,200,000  for  state  purposes  in  addition  to  considerable 
amounts  collected  locally  in  the  form  of  licenses.  We  are  going  to 
eliminate  any  direct  levy  upon  property  for  state  purposes.  We 
will  have  to  raise  about  $10,000,000  to  do  it.  We  can  do  that  in  any 
one  of  a  half-dozen  different  ways,  and  so  can  you  if  you  want  to, 
but  when  you  have  accomplished  that,  you  still  have  your  farm-tax 
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burden  in  the  local  community  which  cannot  be  paid  from  income 
or  any  other  source  except  the  wealth  of  that  community. 

I  want  some  expert  in  taxation  to  explain  to  me  how  he  is  going 
to  get  out  in  an  Iowa  township,  which  is  exclusively  agricultural, 
and  help  that  district  in  the  way  of  taxation,  in  its  local  expenses, 
unless  he  takes  some  of  that  local  expense  off  the  hands  of  the  local 
district  and  apportions  it  over  the  entire  state.  It  seems  to  me  that 
the  fundamental  basis  of  farm  taxation  is  to  insure  that  the  burden 
of  cost  of  government  is  equitably  apportioned  among  your  citizens. 
I  think  we  must  bear  that  in  mind  in  our  consideration  of  this  farm- 
tax  problem. 

I  hold,  for  example,  that  we  have  to  consider  our  schools  as  a 
state  cost  unit,  or  a  national  unit,  whichever  you  prefer;  that  when 
our  rural  community,  or  unit,  educates  40  per  cent  of  its  children 
to  go  to  New  York,  or  to  go  to  Des  Moines  or  to  Chicago  to  spend 
their  lives,  and  when  we  equip  them  as  we  do  with  facilities  to 
make  a  success,  to  become  valuable  citizens,  that  the  state,  county 
and  nation  should  see  that  the  local  taxing  district  is  not  taxed  to 
confiscation  to  pay  the  cost  of  that  education. 

I  think  the  same  thing  is  true  of  highways.  We  have  gone  a 
long  way  on  highway  legislation.  We  pay  none  of  the  cost  of  our 
primary  roads  from  local  property  taxation.  We  are  getting  away 
from  some  of  the  local  cost.  Our  cities  are  paying  a  large  share 
of  the  cost  of  our  primary  and  secondary  roads,  and  we  have  elimi- 
nated the  township  as  a  factor  in  road  construction. 

I  believe  in  Iowa — and  I  think  our  condition  is  typical — that  our 
tax  problem  is  to  get  all  our  values  on  the  books.  I  believe  that 
the  discrimination  against  the  farmer  comes  from  two  sources:  first, 
that  we  do  place  upon  the  farm  an  unjust  burden  for  education  and 
highway  construction  ;  and,  second,  that  all  of  his  property  is  visible, 
tangible,  and  subject  to  tax. 

Ji:i\s  P.  Jensen  (Kansas)  :  Professor  Derrick,  in  his  remarks  in 
the  third  paper  this  morning,  made  the  statement  that  the  consump- 
tion excise  taxes  were  painless  —  that  is,  the  extraction  would  be 
painless.  I  sat  in  on  the  hearings  of  the  Tax  Code  Commission,  to 
which  came,  among  many  others,  the  merchant  representatives  from 
over  the  state  of  Kansas,  protesting  against  the  sales  tax.  I  hap- 
pened to  sit  in  or  to  be  in  the  legislature  when  our  druggists,  10,000 
strong,  protested  against  a  cosmetics  tax  of  10  per  cent.  If  the 
noise  they  made  on  those  two  occasions  was  not  evidence  of  pain,  I 
do  not  know  what  it  was.  It  may  have  been  evidence  of  the  pain 
of  anticipation.  It  may  be  that  when  the  real  thing  comes  along 
there  isn't  any  pain.  That  may  be.  They  think  there  is  going  to 
be  pain.     Maybe  they  are  mistaken. 

In  connection  with  the  paper  presented  by  Dv.  Whitney  Coombs. 
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you  notice  a  good  many  facts  have  been  developed  by  research 
organizations,  and  farm  taxes  have  been  related,  expressed  in  ratio 
to  other  figures,  such  as  the  capital  value  of  the  farm,  the  assessed 
value  of  the  farm,  the  earnings  of  the  farm  renters  and  of  the 
owner-operator  farms.  That  is  a  very  fine  thing,  being  more  or 
less  of  a  statistical  hound  myself  and  somewhat  of  a  theorist,  I  like 
to  play  with  figures.  It  will  be  fine  for  all  parties,  no  doubt.  I 
think  it  v^^ill  give  us  some  light.  But,  I  want  to  ask  you,  in  all 
seriousness,  what  are  you  going  to  do  with  this  data  when  you  get  it? 
How  are  you  going  to  use  it  ?     What  does  it  mean  ? 

Suppose  we  find,  for  example,  as  we  found  here,  that  a  certain 
percentage  jDf  the  net  income  of  all  farms,  in  so  far  as  it  can  be 
said  to  be  due  to  the  farm,  is  such  an  amount :  What  are  you  going 
to  do  with  it?  Suppose  you  find  also  that  a  certain  amount  of  in- 
come of  other  industries  is  similarly  arrived  at;  what  use  can  you 
make  of  that  comparison  ?  Suppose  you  find  in  one  state  that  the 
ratio  is  a  certain  figure,  and  in  another  state  it  is  a  different  figure; 
what  can  you  do  with  that?  What  does  it  mean?  Suppose  you 
find  one  township  or  one  school  district  has  ratios  different  from 
those  in  another?     What  is  it  going  to  mean? 

A  number  of  years  ago  a  distinguished  member  of  this  organiza- 
tion. Samuel  T.  Howe,  made  the  remark.  "  We  now  have  land 
classified  in  many  states ;  we  have  been  agitating  that  for  many 
years,  and  now  in  Kansas  we  have  it.  Now  we  wonder  what  we 
are  going  to  do  with  it." 

WTiat  are  we  going  to  do  with  this  ?  What  does  it  mean,  for 
example?  Does  it  mean  that  the  same  ratio  of  taxes  to  income 
prevails  in  all  the  districts,  and  in  many  of  the  industries?  Does  it 
mean,  for  example,  that  if,  on  the  average,  taxes  take  30  per  cent 
of  net  income,  that  they  must  take  that  from  the  farms ;  that  they 
must  take  it  also  from  the  railroads ;  that  they  must  take  it  also 
from  every  other  industry?  Or  does  it  mean  that  if  we  find  a  cer- 
tain ratio  of  taxes  to  capital  value,  that  you  are  going  to  get  such 
just  taxes  that  you  have  a  uniform  ratio  of  taxes  to  value  in  all 
places  and  in  all  industries. 

If  that  is  what  you  think,  and  I  believe  there  are  a  good  many 
who  do  not  go  beyond  that,  and  think  it  is  so,  you  are  mistaken. 
I  haven't  the  time  to  analyze  that,  because  that  would  take  perhaps 
a  big  book;  but,  if  I  went  out  here  on  the  lake  shore  and  took  a 
number  of  pieces  of  wood,  of  different  specific  gravity,  and  held 
them  down,  I  could  hold  them  down  until  they  were  all  at  the  same 
level,  but  the  moment  I  let  go  some  of  them  would  bob  up. 

I  think  it  is  time  that  we  are  beginning  to  do  something  as  to 
what  these  ratios  really  mean.  Here,  for  example,  I  find  in  one  of 
the  charts  that  up  in  Maine  the  farm  real  estate  taxes  for  $100  of 
value  took  $1.79.  and  down  here  in  Missouri  it  is  78  cents.     They 
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cannot  apparently  be  kept  at  the  same  level.  I  don't  think  they 
should  be  kept  at  the  same  level.  It  is  time  v^e  found  out  what  is 
the  reason  for  those  persistent  differences  in  the  tax  ratios  in  these 
states.  I  think  that  is  something  today  that  can  be  analogously 
explained  or  at  least  indicated  by  these  pieces  of  wood  that  I  have 
swimming  out  in  the  lake,  supposedly. 

Then  again  there  is  another  thing  here :  not  only  do  we  want  the 
averages — and  we  are  getting  them — but  it  is  quite  as  important  that 
we  get  some  of  the  deviations  in  the  assessment  of  individual  prop- 
erties.    What  do  these  deviations  mean  ? 

To  my  mind  these  deviations  in  the  general  property  tax,  in  so  far 
as  they  apply  to  real  estate,  can  furnish  us  with  the  most  serious 
condemnation  of  the  general  property  tax.  What  does  that  mean? 
Is  it  possible,  for  example,  to  confiscate  real  property  under  the 
general  property  tax  if  the  law  really  worked  as  it  should?  One 
of  the  speakers  made  the  statement  that  if  the  law  were  enforced, 
then  you  would  be  compelled  to  take  all  the  property  of  an  owner. 

That  is  a  long  story,  and  it  would  take  a  long  time  to  tell  it,  so 
I  am  not  going  to  try,  because  if  we  take  all  the  property,  there  is 
nothing  left  on  which  to  capitalize,  and  the  thing  has  no  value,  and 
there  can  be  no  tax.  Still  people  go  ahead  and  talk  as  if  it  were 
possible  to  confiscate  property  by  means  of  a  general  property  tax. 
It  is  not  done  theoretically.  If,  nevertheless,  property  is  confiscated 
it  is  because  the  law  is  not  carried  out  as  it  should  be. 

Mr.  McKenzie:  'Sir.  Chairman  and  Gentlemen  of  the  confer- 
ence: We  have  had  about  two  days'  discussion  of  general  property 
taxes  and  farm  taxes,  and  unless  we  try  to  summarize  the  good 
things  we  have  heard,  we  are  likely  to  be  lost  in  the  fog. 

As  I  sat  here  this  afternoon  and  thought  this  over,  it  seemed  to 
me  we  were  pretty  well  agreed  as  to  the  situation  in  its  broad 
aspects.  There  did  not  seem  to  be  any  disposition  to  dispute  the 
fact  that  real  estate  was  grossly  over-taxed,  probably  in  every  state 
of  the  Union.  There  did  not  seem  to  be  any  contrary  opinion  to 
the  assertion  that  intangibles  were  escaping  with  a  comparatively 
light  share  of  taxation  as  measured  in  values. 

Another  fact  that  was  brought  out,  that  has  not  been  disputed  to 
my  recollection,  was  the  fact  that  a  very  large  share  of  the  income 
in  the  United  States  is  bearing  absolutely  no  direct  share  in  taxa- 
tion. Another  fact  was  that  in  many  communities  as  much  as  90  or 
95  per  cent  of  the  population  is  not  bearing  any  direct  share  in 
taxation. 

Those  are  four  very  fundamental  and  very  important  facts.  Now, 
if  we  just  keep  them  in  mind  and  then  try  to  visualize  the  accom- 
plishments which  we  have  in  mind,  the  things  that  we  want  to  do. 
The  first,  I  think,  is  that  we  want  to  economize,  we  want  to  spend 
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every  dollar  so  that  we  get  a  dollar's  worth  of  material  or  service 
for  it.  In  the  second  place,  we  want  to  equitably  distribute  this  tax 
burden  that  we  are  bound  to  have.  1  think  as  far  as  that  goes,  we 
are  pretty  thoroughly  agreed. 

There  have  been  two  remedies  suggested  here,  which  are  very 
different.  One  was  the  consumption  tax,  which  might  be  divided 
into  two  parts.  The  first  being  the  production  tax,  which  was  sug- 
gested for  corporations  and  manufacturing  institutions,  and  so  on. 

The  production  tax  is  suggested  as  a  method  of  taxing  corpora- 
tions. I  think  nearly  all  the  members  of  this  conference  know  that 
that  would  not  be  a  method  of  taxing  corporations.  It  would  simply 
transform  the  corporations  from  tax  payers  to  tax  collectors,  and  if 
the  production  tax  was  levied  over  all  production,  it  would  be  passed 
on  to  the  ultimate  consumer,  so  if  that  happened  the  corporations 
would  not  be  paying  taxes;  they  would  be  simply  tax  collectors, 
passing  the  taxes  on. 

Then,  if  you  go  to  the  other  aspect  of  the  consumption  tax,  that 
is,  the  sales  tax,  such  as  the  gasoline  tax,  the  tobacco  tax  and  taxes 
on  other  things,  we  are  all  agreed,  I  think,  that  the  gasoline  tax, 
for  instance,  is  in  a  class  by  itself.  While  there  is  some  hope  of 
moderate  relief  in  some  of  these  other  things,  you  won't  get  them 
without  a  lot  of  squawking  from  the  geese  that  are  to  be  plucked, 
and  there  will  be  just  as  much  trouble  with  other  forms  of  taxation. 

Here  is  the  thing  that  I  want  to  impress  upon  your  minds,  if  I 
can,  the  fact  is  that  where  maybe  90  or  95  per  cent  of  the  people 
in  some  communities  are  not  paying  taxes,  the  taxes  are  levied  by 
men  who  are  elected  by  the  people;  and  if  90  per  cent  of  the  people 
do  not  have  any  of  these  taxes  to  pay,  and  are  not  tax-conscious, 
the  people  that  are  elected  by  them  are  very  likely  to  do  what  we 
all  know  is  done,  and  that  is  to  be  pretty  liberal  in  the  spending  of 
money. 

One  of  the  greatest  methods  of  economizing  that  I  know  of  would 
be  to  make  people  in  these  United  States,  this  90  per  cent,  tax- 
conscious,  and  then  the  people  that  they  elect,  who  legislate,  are 
going  to  be  more  careful  than  they  are  now. 

How  can  that  be  accomplished?  It  seems  to  me  that  there  is  a 
way  that  it  can  be  done,  to  a  considerable  extent,  at  least.  The 
income  tax  is  the  key  to  that  situation.  If  a  very  large  part  of  our 
income,  now  more  than  50  per  cent,  maybe,  is  entirely  escaping 
taxation,  if  we  should  pass  a  law  in  New  York  State  that  every 
person  who  is  gainfully  employed  had  to  make  a  tax  return  and  pay 
a  filing  fee  of  at  least  five  dollars,  that  would  catch  a  lot  of  them, 
and  then  with  a  very  low  exemption  instead  of  the  high  exemption 
we  have  now  in  our  state,  and  in  most  of  the  other  states,  if  we 
kept  that  exemption  down  to  $1000  or  $1200  or  $1500  so  that  we 
would  get  most  of  that  income,  we  would  get  a  very  much  larger 
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proportion  of  our  income  taxes  from  people  who  are  now  entirely 
escaping-.  I  think  that  is  very  much  to  be  desired.  And  if  we  had 
the  law  so  arranged  that  if  the  expenditures  of  the  state  went  up 
$1,000,000,  the  filing  fee  went  up  ten  cents  and  the  other  taxes 
advanced  proportionately,  I  think  we  would  make  our  people  very 
largely  tax-conscious,  and  then  we  would  accomplish  what  we  are 
driving  at,  and  that  is  the  economical  expenditure  of  our  money, 
and  we  would  raise  the  money  that  we  have  to  raise  in  a  scien- 
tific way. 

Income  is  the  basis  upon  which  a  very  large  share  of  our  taxes 
should  be  raised,  and  if  it  is  done  in  that  way  we  will  escape  putting 
unnecessary  and  unfair  burdens  on  a  lot  of  people;  and,  as  it  is 
now.  the  payment  of  taxes  is  becoming  a  function  that  is  partici- 
])ated  in  largely  by  two  classes,  the  people  who  own  real  estate  and 
the  people  with  large  incomes.  Ten  per  cent  of  the  people  cannot 
continue  to  pay  the  rising  costs  of  government  and  let  the  other 
90  per  cent  escape  taxation,  or  25  per  cent  of  the  income  cannot 
continue  to  pay  the  rising  costs  of  government  and  let  the  other 
75  i^er  cent  almost  entirely  escape. 

Mr.  Edmonds  (Pennsylvania):  Mr.  Chairman,  Ladies  and  Gen- 
tlemen of  the  conference:  I  count  this  one  of  the  most  interesting 
days  I  have  ever  spent  at  a  tax  conference,  and  I  express  my  per- 
sonal thanks  to  all  of  the  speakers.  The  problem  is  not  one  with 
which  I  am  personally  acquainted,  but  I  want  to  offer  three  obser- 
vations on  minor  points  of  the  problem. 

First,  Mr.  Powell  this  morning  directed  attention  to  the  fact  that 
tlie  cost  of  local  government  was  very  great,  because  local  govern- 
ment had  been  established  in  the  ox-cart  days,  and  still  continues 
with  its  officials.  My  own  private  feeling  is  that  there  is  much  to 
be  done  along  the  line  of  simplifying  and  economizing  in  local 
government. 

Tlie  ratio  has  now  increased  in  the  United  States  so  that  there  is 
one  office  holder  to  every  nine  citizens.  By  concentration  of  local 
officers,  by  establishing  local  government  with  larger  units,  it  se^ms 
to  me  a  considerable  economy  could  be  made,  and  yet  in  my  own 
state  when  we  have  attempted  some  improvements  along  that  line, 
wt  have  met  with  the  bitterest  opposition  from  the  farmers. 

I  want  to  suggest  to  those  who  represent  the  farm  organizations, 
if,  in  forming  their  program  of  education,  whether  or  not  it  is 
possible,  by  having  assessments  scientifically  made  on  a  larger  unit 
than  a  township,  or  by  having  tax  collections  made  upon  a  larger 
basis  than  a  township,  and  by  having  tax  collectors  paid  a  salary 
rather  than  a  commission  on  what  they  collect,  to  have  a  very  large 
reduction  in  the  expenses  of  local  government. 

There  would  be  no  class  that  would  benefit  more  than  the   far- 
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mers.  in  liaving  a  scientific  readjustment,  so  to  speak,  of  the  organ- 
ization of  local  government. 

My  second  observation  is  this :  There  has  been  a  great  deal  of 
discussion  regarding  the  cost  of  public  scliools  and  highways.  They 
are  the  twins,  I  presume  you  might  call  them,  which  are  united  to 
spend  the  money.  There  is  a  third  party  in  the  offing,  and  if  twins 
have  caused  us  trouble,  how  do  you  think  we  will  be  able  to  stand 
the  expense  of  triplets?  I  refer  to  welfare,  and  I  want  to  suggest 
to  those  who  are  watching  the  budget  of  government  how  necessary 
it  is  to  keep  a  close  hold  upon  the  elaborate  growth  in  expenditures 
for  all  sorts  of  charitable  and  welfare  propositions  which,  if  con- 
tinued in  the;, states  of  the  middle  west,  as  it  has  been  developed  in 
the  east,  will  unquestionably  make  the  financial  condition  of  those 
who  live  by  the  general  property  tax  very  much  worse  than  it  is 
now. 

I  refer  to  the  fact  that  in  the  last  ten  years  there  has  been  a  con- 
tinual tendency  to  expand  the  program  of  state  and  local  govern- 
ment by  taking  on  various  charitable,  welfare  and  humanistic  prop- 
ositions, some  of  which  are  sound,  and  many  of  which  are  not; 
but  not  all  of  which  belong  to  the  program  of  government.  I  think 
those  who  desire  to  keep  down  the  taxes  which  at  the  present  time 
are  so  heavy,  ought  to  watch  very  closely  this  tendency  to  expand 
the  program  of  government  by  putting  on  the  expense  of  govern- 
ment things  which  would  probably  be  handled  better  if  left  to  the 
charitable  and  welfare  instincts  of  individual  citizens. 

]\Iy  third  observation  is  this,  and  I  am  rather  interested  that  this 
observation  has  been  made  in  the  discussion  of  the  day.  I  have  for 
years  been  very  much  impressed  with  the  growing  tendency  to 
exempt  a  large  proportion  of  our  realty  from  locdl  taxes,  and.  as  a 
result  of  that  exemption,  to  increase  the  tax  burden  upon  the  tax- 
able land.  I  believe  in  our  own  state  the  exemption  now  amounts 
to  over  15  per  cent  of  the  total  assessed  value  of  real  estate.  I  am 
inclined  to  think  that  in  the  United  States  the  percentage  is  just  as 
great  and  possibly  a  little  higher.  I  refer  to  the  fact  that  there  is 
United  States  government-owned  land,  state  government-owned 
land,  land  owned  by  various  institutions  of  one  kind  and  another, 
charitable  land,  and  all  that  sort  of  thing,  which  is  exempted  from 
taxation,  and  the  percentage  of  exempt  land  in  those  localities  that 
I  have  studied  is  increasing  more  rapidly  than  is  the  increase  in  the 
value  of  taxable  land.  Unquestionably  that  situation  in  some  parts 
of  the  country  must  be  bringing  about  a  serious  hardship.  We 
endeavored  to  meet  it  in  Pennsylvania  at  the  last  session  of  the 
legislature  by  passing  a  bill  that  where  the  state  buys  land  for  any 
state  purposes,  the  state  makes  a  contribution  of  15  cents  per  acre 
for  highways,  and  10  cents  per  acre  for  public  schools,  or  maybe 
T'icc  z-crsa,  in  order  that  the  state  might  help  to  reimburse  the  local 
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taxing  units  for  the  land  which  it  had  withdrawn  from  the  taxable 
area.  I  feel  that  in  addition  to  the  state  doing  this,  the  time  will 
come  when  it  will  be  necessary  to  turn  to  the  institutions  and  to  the 
charities  that  are  multiplying  so  rapidly  in  this  country,  and  suggest 
to  them  also  that  inasmuch  as  the  government  is  supported  in  large 
measure  by  a  tax  upon  realty,  it  is  not  fair  that  any  of  those  who 
receive  the  benefit  of  government  shall  be  exempt  from  the  pay- 
ment of  some  tax. 

Those  three  observations  I  would  like  to  throw  out  because,  while 
I  recognize  they  are  minor  observations,  the  problem  is  so  big  that 
it  may  be  that  a  minor  observation  may  be  of  some  use. 

J.  F.  ZoLLER  (New  York)  :  Mr.  Chairman,  Ladies  and  Gentle- 
men :  I  was  called  out  of  the  room,  and  I  did  not  hear  the  remarks 
of  my  good  friend  Mr.  ]VlcKenzie.  However.  I  assume  that  in  the 
main  they  were  sound. 

I  am  interested  personally  in  this  farm  problem.  I  was  raised 
on  a  farm.  I  still  own  that  farm  and  operate  it.  Therefore,  I  am 
taxed  the  same  as  other  farmers,  as  far  as  that  particular  farm  is 
concerned. 

In  addition  to  that,  I  have  for  twenty-two  years  represented  a 
large  industry,  and  that  industry  is  interested  in  increasing,  if  pos- 
sible, the  purchasing  power  of  farmers.  That  is  a  selfish  propo- 
sition but  a  practical  one.  So.  as  was  intimated  here  today,  business 
generally  is  interested  in  seeing  that  farmers,  and  everybody  else, 
get  a  fair  deal  in  respect  to  taxation. 

The  farmers  are  entitled  to  relief  not  because  they  are  farmers 
but  because  they  happen  to  own  that  class  of  property  that  we  hear 
so  much  about,  which  has  been  discriminated  against  for  many 
generations,  in  respect  to  taxation.  That  is  the  reason  why  they 
are  entitled  to  consideration. 

The  problem  here  is  to  reduce  the  taxes  on  real  estate,  because 
real  estate  is  the  one  thing  now  which  is  over-burdened.  There  is 
a  limit  beyond  which  you  cannot  go  in  relieving  taxpayers  in  any 
situation.  We  could  not  exempt  real  estate,  and  I  have  no  doubt 
under  the  best  tax  system  in  any  country  you  will  find  real  estate 
for  all  time  paying  a  very  substantial  proportion  of  the  tax  burden. 
Possibly  is  we  could  so  reduce  that  burden  today  that  real  estate, 
instead  of  paying  75  per  cent  of  the  burden,  as  it  is  in  New  York, 
and  80  per  cent,  as  some  one  said  it  was  in  Illinois,  would  pay  only 
50  per  cent  of  the  total  burden,  we  would  have  accomplished  so 
much  in  doing  that,  that  all  organizations  of  this  kind  could  afford 
to  take  a  long  vacation. 

In  order  to  make  that  possible  reduction  which  I  think  would  be 
fair  and  equitable,  we  must  find  other  sources  of  revenue  to  take 
the  place  of  the  revenues  that  are  now  being  raised  on  real  estate. 
That  is  where  the  rub  comes. 
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Where  are  you  going  to  find  the  additional  revenue  ? 

Some  gentleman  here  suggested  income.  That  is  a  proper  source, 
and  I  have  no  doubt  that  to  a  limited  extent  taxes  will  be  raised  on 
incomes,  and  should  be  in  practically  every  state  in  the  Union.  I 
believe  that  the  income  tax,  however,  should  be  a  personal  tax  on 
individuals.  I  do  not  believe  it  is  practical  as  a  business  tax ;  but 
there  is  a  limit  to  which  you  can  go  in  taxing  incomes.  You  cannot 
put  as  much  on  incomes  and  get  away  with  it  as  you  can  on  real 
estate. 

Somebody  else  suggested  consumption  taxes.  I  think  some  por- 
tion of  the  burden  ought  to  be  borne  by  consumers  direct,  or  other- 
wise they  will  jiot  pay  any  direct  taxes. 

Income  taxes  in  the  State  of  New  York  are,  due  to  the  exemp- 
tions, paid  by  not  more  than  about  5  per  cent  of  the  inhabitants  of 
the  state.  That  leaves  95  per  cent  not  paying  income  taxes.  A 
consumption  tax  would  reach  that  other  95  per  cent. 

We  should  have  a  comprehensive  system  of  taxation.  You  cannot 
pick  out  two  or  three  things  and  put  all  the  burden  on  them.  There 
should  not  be,  as  I  said,  new  sources  of  revenue  except  as  new 
sources  are  born.  We  should  make  an  inventory  and  find  all 
sources,  and  should  try  to  distribute  the  load  over  all  those  sources 
available.  Net  income  ?  —  Yes.  Consumption  taxes  ?  —  Yes.  You 
will  always  find  people  that  object  to  any  tax.  There  are  people 
on  both  sides  of  the  income  tax ;  there  are  people  on  both  sides  of 
a  real  estate  tax,  although  real  estate  has  never  yet  evaded  paying 
taxes. 

Bring  in  all  the  different  sources  and  enumerate  them.  We  have 
twenty-two  taxes  in  New  York ;  I  said  twenty-one,  but  we  now 
have  the  gasoline  tax.  We  have  twenty-one  sources,  as  I  said,  to 
produce  25  per  cent  of  our  revenue,  leaving  the  other  75  per  cent 
to  real  estate,  and  we  did  not  discover  until  1929  that  gasoline  was 
another  source  that  would  produce  twenty-two.  or  twenty-three  mil- 
lion dollars  a  year.  After  we  get  all  sources,  we  can  agree  as  to 
how  the  burden  should  be  apportioned.  I  am  not  for  a  consump- 
tion tax  to  too  great  an  extent,  I  am  not  for  an  income  tax  to  too 
great  an  extent,  nor  am  I  for  a  real  estate  tax  to  too  great  an 
extent,  nor  a  business  tax  to  too  great  an  extent,  but  they  should 
get  into  the  game,  and  we  should  distribute  the  burden  fairly  and 
equitably  over  the  whole  list;  but  after  we  do  that  we  will  not 
relieve  real  estate,  in  the  last  analysis  of  the  situation,  unless  we  go 
further  than  that. 

What  happened  in  New  York  ?  We  were  going  along  all  right 
and  in  1917  real  estate  was  bearing  a  large  percentage  of  the.  bur- 
den. We  made  an  investigation  and  found  corporations  were  pay- 
ing, on  personal  property  in  the  whole  state,  only  about  $6,000,000. 
We  said  that  was  not  enough.     We  said  we  could  get  more  money 
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from  this  tax-paying  ability,  and  we  substituted  the  business  tax, 
and  it  produced  in  1927  $46,000,000  instead  of  $6,000,000.  That 
relieved  real  estate  that  year. 

In  1919  we  went  further,  and  put  on  a  personal  income  tax, 
which,  if  I  remember  correctly,  produced  $59,000,000  in  1927.  It 
is  producing  more  this  year.  Notwithstanding  all  these  newly  dis- 
covered sources  of  revenue,  our  expenditures  have  increased  faster 
than  we  have  discovered  new  sources. 

Why  not  discover  all  the  sources  at  one  time,  distribute  the 
burden  equitably  and  fairly  over  all  of  them,  and  make  the  rate 
just  as  variable  on  these  other  sources  as  on  real  estate,  so  that 
after  we  tax  all  sources,  if  our  expenditures  go  up,  let  all  share  the 
increase;  if  they  go  down,  let  all  benefit  by  it. 

William  J.  Thomas  (IMichigan)  :  Mr.  Chairman.  Ladies  and 
Gentlemen :  We  are  met  here  in  convention  assembled,  other  meet- 
ings and  conventions  have  been  and  are  being  held,  and  commis- 
sions are  being  appointed  to  see  if  it  is  not  possible  in  some  way 
to  reduce  taxes. 

I  would  like  to  ask  you  why  it  is  that  our  taxes  have  increased, 
and  are  increasing  at  such  a  fast  rate.  ]\Iay  I  not  suggest  that  one 
reason  for  that  is  that  we,  who  are  legislators,  and  who  are  appro- 
priating this  money,  are  trying  in  a  way  to  meet  the  wishes  of  the 
people  who  are  constantly  demanding  more  and  more  from  their 
communities.  They  want  new  things  all  the  while,  new  roads,  new 
schools,  and  a  thousand  and  one  things,  and  they  want  humanity 
better  taken  care  of.  But  the  people  do  not  seem  to  realize  that  all 
of  this  costs  a  lot  of  money,  and  the  very  moment  we  increase  taxes, 
they  commence  to  kick. 

Way  back  in  the  '90's  I  was  on  a  farm,  and  naturally  I  kicked 
the  same  as  other  taxpayers.  I  kicked  so  hard  that  I  was  elected 
supervisor  and  assessing  officer  in  my  township.  I  did  manage,  by 
neglecting  some  of  the  things  I  should  have  taken  care  of,  or  that 
the  township  should  have  taken  care  of,  to  lower  the  taxes  a  little 
bit.  The  taxpayers  seemed  to  appreciate  that  a  little,  as  they  kept 
me  there  as  supervisor,  until  I  was  finally  elected  as  a  member  of 
the  state  legislature. 

After  I  had  been  there  a  term,  I  was  made  chairman  of  the 
Committee  on  General  Taxation  which,  in  Michigan,  is  a  very- 
important  committee.  My  reputation  as  a  tax-kicker,  perhaps,  put 
me  there.  Then  I  found  that  I  was  up  against  it,  because,  when  a 
bill  was  introduced  that  had  anything  to  do  with  taxation,  natur- 
ally, of  course,  the  speaker  would  refer  it  to  the  Committee  on 
General  Taxation.  There  were  the  appropriations  for  the  different 
institutions.  W'e  found,  also,  that  we  had  to  have  new  prisons  in 
different  parts  of  the  State,  or  enlarge  the  old  ones.  After  the 
passage  of  the  Volstead  Act  we  thought  that  we  would  not  need 
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any  jails,  but  a  cog  slii)i)ed  somewhere,  and  we  had  to  build  more 
and  more  jails,  at  the  cost  of  a  million  or  two  dollars. 

Then  the  welfare  societies  and  women's  clubs  wanted  us  to  take 
better  care  of  the  feeble-minded,  and  of  the  blind,  and  all  those 
\vho  come  into  the  world  under  a  handicap.  That  took  more  mil- 
lions. .  , 

The  first  vear  I  was  in  the  legislature  our  state  tax  uicreased  a 
half  million' dollars.  The  next  year  it  increased  several  millions, 
and  continued  to  increase  annually  until  the  last  year,  when  the 
increase  was  seven  or  eight  million  dollars.  So.  you  can  see,  our 
state  taxes  have  increased,  but  we  are  still  neglecting  some  of  the 
things  that  the4)eople  want. 

C.  R.  White  (New  York)  :  I  should  not  feel  right  if  I  did  not 
say  just  a  few^  w^ords,  representing  the  agricultural  interests  of  the 
state  of  New  York,  as  I  am  President  of  the  State  Farm  Bureau 
Federation,  and  chairman  of  our  Farm  Conference  Board,  repre- 
senting the  other  organized  agriculture  of  the  state. 

Some  years  ago  Governor  Roosevelt,  who  will  speak  to  you  to- 
night, was  visiting  his  cousin,  President  Roosevelt.  The  President 
was  pacing  up  and  down  in  front  of  the  fireplace,  and  suddenly  he 
turned  around  and  said,  '"  Frank,  I  wish  I  could  be  Congress  and 
President  for  fifteen  minutes."  Frank  said.  "Why,  what  is  the 
matter.  Teddy  ?"  He  answered,  "  Congress  killed  my  conservation 
bill,  and  the  trouble  is  that  those  fellows  are  so  local-minded.  If  I 
only  could  have  my  way,  I  would  require  every  meml^er  of  Con- 
gress to  visit  every  state  in  the  Union." 

In  my  own  opinion,  the  trouble  with  our  tax  problem  is.  that  our 
people  are  local-minded. 

I  want  to  call  vour  attention  to  the  fact  that  Congressman  Bryant, 
of  Ohio,  has  introduced  a  bill  in  Congress  providing  for  an  appro- 
priation of  $200,000,000  to  be  spent  on  the  dirt  roads  of  the  country. 
Coming  from  New  York,  where  we  pay  28  per  cent  of  federal 
taxes.  I  am  in  favor  of  the  bill,  because  it  is  going  to  benefit  the 
other  states,  and  we  in  New  York  are  going  to  benefit  by  it  also. 

With  the  concentration  of  wealth  in  our  great  urban  centers,  be- 
cause of  public  utilities,  because  of  our  chain  stores  and  all  those 
agencies  which  are  absorbing  our  wealth,  we  must  reimburse  the 
rural  districts  by  sending  money  back  for  public  improvements.  If 
we  are  going  to  have  agencies  that  exist  operating  in  such  a  way 
as  to  centralize  more  and  more,  we  must  get  at  these  intangibles 
and  send  some  of  the  money  to  the  states  which  need  federal  aid  or 
we  are  going  to  be  a  very  one-sided  country. 

There  are  manv  things  that  I  cannot  cover  in  seven  minutes ;  but 
I  do  want  to  tell  you  of  a  little  incident.  A  year  ago  I  was  invited 
bv  a  committee  from  our  town  to  visit  ex-Ambassador  Allen  Hough- 
ton, over  at  Corning.     He  was  a  candidate  for  the  United  States 
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Senate.  He  asked  us  to  visit  him  because  he  wanted  to  talk  with  us 
al:)Out  farm  problems. 

He  said  to  us :  "  Gentlemen,  I  am  more  concerned  regarding  the 
agricultural  situation  than  is  possible  for  me  to  express  to  you. 
I  am  concerned  about  it  because  it  is  more  than  a  farm  problem. 
To  my  mind  we  are  in  identically  the  same  position  that  England 
was  in  in  1846  when  she  repealed  the  corn  laws,  which  at  that  time 
were  protective  tariffs.  Industry  had  grown  and  was  demanding 
world  markets,  and  she  had  to  get  food  from  other  nations.  In 
England  farming  was  abandoned  except  that  which  was  done  under 
exceptionally  favorable  conditions. 

"  You  know  what  happened  at  the  time  of  the  World  War.  If  it 
had  not  been  for  the  United  States  you  know  what  would  have 
happened  to  England.  What  was  the  policy  of  Germany?  She 
started  on  the  same  road,  as  an  industrial  nation,  but  later  changed 
her  policy  and  built  up  her  agriculture  and  made  it  possible  for  her 
to  be  self-sustaining  almost  during  the  entire  period  of  the  war. 

■'  Gentlemen,  if  we  go  on  for  a  few  decades,  with  the  diverging 
lines  between  industry  and  agriculture,  as  we  are  now  doing,  we 
are  going  to  be  in  an  extremely  critical  condition. 

"  I  want  to  say  to  you  that  no  man  knows,  with  the  racial,  relig- 
ious and  commercial  hatreds  which  now  exist,  when  war  may  come. 
We  will  strive  not  to  have  it,  but  it  may  come;  and  if  it  does,  and 
we  drift  on  for  eighty  or  ninety  years,  as  England  did,  and  our 
agriculture  is  allowed  to  decline.  I  want  to  ask  you,  in  what  position 
would  we  be  if  there  were  a  coalition  of  nations  against  us  and  no 
big  sister  nation  to  come  to  our  relief?" 

So  you  see  it  is  not  just  a  question  of  taxes.  It  is  a  question 
that  is  economic,  and  so  deeply  affecting  our  nation  as  a  whole  that 
it  seems  to  me  to  be  extremely  serious. 

One  other  point  of  view  I  want  to  give  to  the  industrial  people, 
and  that  is  agricultural  prosperity  is  infinitely  more  important  to 
industry  than  industry  is  to  agriculture. 

Away  back  in  my  boyhood  days  I  heard  the  slogan  of  protective 
tariff.  Let  us  reverse  the  slogan  today.  We  farmers  can  only  fill 
the  industrial  stomachs  three  times  a  day,  no  matter  how  prosperous 
industry  is.  On  the  other  hand,  with  great  agricultural  prosperity 
in  this  country  we  will  paint  our  homes  inside  and  out,  and  our 
women  will  wear  two  or  three  times  as  many  dresses,  hats  and 
shoes,  and  they  can  buy  electrical  apparatus  of  all  descriptions. 

Chairman  Fairchild:  The  gentleman's  time  has  expired.  I  am 
very  reluctant  to  call  a  halt  to  this  extremely  interesting  discussion, 
but  it  is  now  5 :  35  and  our  audience  is  leaving  for  other  engage- 
ments; so  I  believe  it  is  my  duty  to  declare  the  conference  ad- 
journed. 

(The  conference  thereupon  adjourned.) 


SEVENTH  SESSION 

(Dinner  Session) 

Wednesday.  September  11th,  1929, 
6:00  o'clock  P.  M. 

Chairman  Graves  :  May  I  have  your  attention  ?  It  is  really  too 
bad  to  interrupt  a  dinner  like  this,  but  broadcasting  has  made  inno- 
vations in  dinners.  Sometimes  we  broadcast  before  dinner,  some- 
times between  courses,  and  sometimes  after  dinner.  It  so  happens 
that  on  this  occasion  we  have  the  air  for  one  hour  commencing  at 
7 :  30.  We  are  about  to  go  on  the  air,  but  before  doing  so  I  wish 
to  make  two  or  three  announcements. 

The  sub-committee  of  the  Resolutions  Committee  will  meet  imme- 
diately after  the  dinner  in  the  lobby. 

We  have  registered  at  this  convention  775  delegates,  representing 
43  American  states,  three  Canadian  provinces,  and  Porto  Rico. 

A  meeting  of  the  New  York  state  delegation  will  be  held  in  the 
Casino  tomorrow  afternoon  at  2 :  30.  The  purpose  of  that  meeting 
is  to  discuss  the  affairs  of  the  New  York  State  Tax  Association,  of 
which  Senator  Mastick  is  president. 

We  hope  that  under  the  good  influence  of  this  very  large  tax 
conference  to  inject  some  life  into  the  New  York  State  Tax 
Association. 

It  may  interest  you  to  know  that  you  are  sitting  at  the  largest 
dinner  ever  served  in  Saranac  Inn.  More  than  900  people  are 
seated  in  this  dining  room.  It  is  a  temptation  on  an  occasion  of  this 
kind,  when  one  has  such  a  large  and  varied  audience,  and  two  such 
speakers  as  we  have  this  evening,  to  indulge  in  a  bit  of  oratory.  It 
is  a  temptation,  I  say,  which  is  difficult  to  resist.  However,  my 
principal  virtue  as  a  presiding  officer  lies  in  the  fact  that  I  usually 
allow  the  regular  speakers  of  the  evening  to  deliver  the  addresses. 

I  shall  now  introduce  without  further  ado  a  great  Governor  of 
the  great  State  of  New  York — Governor  Franklin  D.  Roosevelt. 

Governor  Franklin  D.  Roosevelt  (New  York)  :  President 
Graves,  and  Delegates  of  the  National  Tax  Conference: 

I  am  very  happy  to  be  here,  and  I  am  only  sorry  that  I  could  not 
have  been  here  during  all  of  the  sessions,  for  I  have  much  to  learn 
about  tax  matters.     May  I,  tonight,  in  a  verv  simple  and,  I  hope, 

(319) 
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a  brief  way,  take  up  with  you  one  of  the  component  parts  of  the 
tax  problem  ?  The  reason  why  we  collect  taxes  is  because  we  have 
to  have  the  money  to  carry  on  government.  As  I  recall,  I  can  think 
of  the  days  when  I  tirst  went  to  Washington  when,  in  the  early 
period  of  the  Wilson  administration,  serious  thought  was  given  for 
the  tirst  time  to  the  problem  of  reorganizing  and  making  more 
effective  the  national  government  of  our  country.  While  under 
Wilson's  administration  little  was  accomplished  along  those  lines, 
the  groundwork  that  w^as  laid  at  that  time  was  carried  out,  as  we 
know,  in  the  administration  of  President  Harding,  was  improved 
during  the  administration  of  President  Coolidge,  and  is  being  splen- 
didly carried  on  under  the  administration  of  President  Hoover. 

In  state  government  very  much  the  same  course  has  been  carried 
out  during  the  same  years,  and  I  am  very  happy  tonight  that  one  of 
the  great  prophets — more  than  that,  one  of  the  effective  and  prac- 
tical carriers-out  of  governmental  reform  in  state  government — is 
with  us,  for,  so  far  as  I  know,  Governor  Lowden  of  Illinois  was  the 
first  man  to  give  serious  consideration  to,  and  the  first  man  to  ac- 
com]jlish  a  definite  and  practical  reorganization  of  state  govern- 
ment. That  work  in  which  Governor  Lowden  was  a  pioneer  has 
been  carried  on  in  other  states.  We  in  this  state  know  how  effec- 
tively it  was  carried  on  by  my  predecessor.  Governor  Smith.  And 
I  think,  taking  it  by  and  large,  it  is  a  fair  statement  to  make  today, 
that  the  national  government  and  most  of  the  state  governments 
have  made  great  strides  in  practical  business  administrative  reform. 
Can  the  same  thing  be  said  about  those  governments  that  run  into 
the  thousands,  yes,  into  the  tens  of  thousands — those  governments 
to  which  you  and  I  as  average  citizens  pay  mighty  little  attention, 
those  governments  which  consume  the  greater  part  of  our  tax  dol- 
lars, those  governments  which  are  on  our  very  doorstep,  those  gov- 
ernments that  keep  on  going,  like  Topsy,  growing  older  but  never 
quite  growing  up — local  governments  in  every  state  of  the  Union? 

Why  must  the  American  people  be  inconsistent?  In  our  business 
life  and  in  our  social  contacts  we  are  little  controlled  by  the  methods 
and  practices  employed  by  our  forefathers.  The  farmer  of  today 
does  not  plant,  cultivate,  harvest  and  market  as  did  his  grandfather. 
Methods  of  manufacture  and  of  distribution  are  entirely  unlike 
those  of  a  century  ago.  We  have  made  great  changes  in  the  budget- 
ing and  administration  of  federal  and  state  governments.  Never- 
theless, in  almost  every  state  of  the  Union  we  seem  content,  in  the 
main,  to  accept  and  continue  to  use  the  local  machinery  of  govern- 
ment which  was  first  devised  generations  or  even  centuries  ago. 

In  the  state  of  New  York,  for  example,  I  am  utterly  unable  to 
understand  why  we  remain  wedded  to  the  local  system  of  govern- 
ment devised  two  hundred  and  fifty  years  ago  by  His  Royal  High- 
ness, the  Duke  of  York. 
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It  has  been  well  said  that  while  in  the  larger  units  of  American 
government,  at  Washington  and  at  the  State  Capitols,  undoubted 
savings  in  administrative  efficiency  can  still  be  made,  yet  the  waste 
there  is  a  mere  drop  in  the  bucket  in  comparison  with  the  extrav- 
agance, the  loss,  the  duplication  —  yes,  the  stupidity  and,  in  some 
cases,  the  dishonesty — which  exists  in  so  many  sections  in  the  con- 
duct of  local  government. 

For  Americans  to  be  proud  of  their  business  efficiency,  of  their 
economic  progress,  of  all  the  improvements  which  have  come  to  us 
during  the  past  generation,  is  highly  inconsistent  with  the  attitude 
of  the  average  citizen  who  without  objection  allows  local  govern- 
ment to  contirrtie  in  its  time-worn  groove  of  inefficiency. 

I  do  not  think  that  I  am  overstepping  the  bounds  of  truth,  and  I 
am  fairly  familiar  with  conditions  in  many  states,  when  I  assert 
that  there  is  not  one  per  cent  of  the  towns  and  counties  of  the 
United  States  but  will  save  great  sums  to  the  taxpayers  if  they  were 
reorganized  along  modern  business  lines. 

It  should  be  clearly  understood,  of  course,  that  while  this  prob- 
lem is  nation-wide  in  its  scope,  yet  the  solution  cannot  be  considered 
from  the  national  standpoint  but  must  be  studied  first  from  the  state 
standpoint,  and,  secondly,  from  the  point  of  view  of  the  dwellers  in 
the  counties  and  towns  themselves.  While  the  generalization  in 
regard  to  the  need  of  reorganization  applies  to  all  states,  the  details 
vary  in  each  state  and,  indeed,  even  in  the  local  units  themselves. 

That  is  why  I  present,  merely  as  an  example,  before  this  National 
Tax  Conference,  the  situation  which  exists  today  in  the  state  of 
New  York.  The  lessons  from  New  York  may  not  apply  in  detail 
to  the  other  states,  but  they  do  apply  in  principle. 

Under  the  Duke  of  York's,  laws  the  county  and  the  town  were 
recognized  as  the  two  units  of  local  government.  With  practically 
no  exceptions,  the  organization  of  our  counties  and  towns  remains 
the  same  today  as  two  hundred  and  fifty  years  ago.  We  now  have 
all  the  town  offices,  for  example,  which  existed  under  the  first  State 
Constitution  of  1777,  with  several  more  added.  It  is  well  to  re- 
member in  dealing  with  this  broad  problem  that  the  conditions  of 
life  have  undergone  a  revolutionary  change.  These  conditions  have 
changed,  too,  all  of  our  relations  in  business,  but  they  have  not 
called  for  corresponding  changes  in  our  agencies  of  government. 
In  the  old  days  people  of  a  community  lived  very  much  within  that 
community  with  few,  if  any,  outside  contacts.  Today  modern  trans- 
portation and  modern  communication  have  given  to  many  things 
which  were  originally  of  local  concern  and,  therefore,  functions  of 
local  government,  a  far  broader  sphere. 

I  recognize  to  the   fullest  the  sentiment  and  home  pride  which 
cling  jealously  to  the  retaining  of  county  and  town  lines,  especially 
in  those  parts  of  the  countrv  which  have  a  long-standing  historical 
21 
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background.  As  a  matter  of  practical  effort,  therefore,  revolution- 
ary changes  in  local  geographical  units  would  seem  to  be  out  of  the 
question  for  immediate  relief.  We  do  not  put  through  great  re- 
forms all  at  one  time.  We  must  seek  what  can  be  practically  accom- 
plished even  though  the  process  may  be  piecemeal. 

The  two  main  aspects  of  this  problem  are :  First,  what  can  be 
accomplished  towards  the  consolidation  and  reorganization  of  local 
units  of  government  and.  secondly,  if  we  leave  local  units  of  gov- 
ernment as  they  now  exist,  how  we  can  relieve  them  of  functions 
which  are  not  purely  local. 

In  regard  to  the  consolidation  and  reorganization  of  local  units 
of  government  only  one  step  has  been  so  far  taken  in  this  state. 
I.  refer  to  the  consolidation  of  many  of  the  small  school  districts. 
I  must  frankly  acknowledge  that  the  process  is  a  slow  one,  for  in 
the  state  of  New  York  there  are  over  seven  thousand  one-and  two- 
room  schools  still  in  existence.  Nevertheless,  the  start  has  been 
made.  I  have  every  respect  for  the  little  red  schoolhouse ;  I  am  in- 
spired by  its  sentiment  and  traditions.  However,  in  these  days  of 
the  automobile  and  improved  highways,  the  important  thing  is  to 
provide  adequate  educational  facilities  and  to  do  it  in  the  way  least 
burdensome  to  the  taxpayers.  If,  for  geographical  reasons,  it  is 
necessary  to  maintain  a  school  costing  $1200  to  educate  three  pupils, 
that,  of  course,  should  be  done,  but  there  are  still  thousands  of  dis- 
tricts in  the  state  which,  for  economic  reasons,  will  be  consolidated 
with  other  districts  in  the  days  to  come,  and  the  per-capita  cost  of 
giving  children  a  modern  education  will  be  greatly  reduced. 

The  very  size  of  townships  is  in  this  state  an  illustration  of  the 
out-of-date  method  of  their  formation.  I  am  reminded  of  one  town 
whose  size  was  determined,  back  in  the  seventeenth  century,  by  the 
amount  of  territory  that  a  man  could  ride  a  bull  around  between 
sunrise  and  sunset.  Some  towns  are  compact,  homogeneous  units, 
while  others  with  scanty  populations  sprawl  over  wide  areas.  We 
have  instances  of  two  adjoining  towns,  both  using  the  same  com- 
munity center,  and  if  the  law  were  changed,  wholly  capable  of  being 
joined  into  one  political  unit,  thus  eliminating  50  per  cent  of  the 
combined  totals  of  the  two  sets  of  officials. 

In  this  same  connection  it  is  worth  while  noting  that  a  differ- 
entiation must  be  made  between  counties  which  are  mainly  agricul- 
tural and  other  counties  which  are  almost  wholly  suburban.  For 
instance,  in  Nassau  County  on  Long  Island,  the  greater  part  of  the 
area  of  the  county  lies  within  the  limits  of  incorporated  villages. 
Yet  in  addition  to  the  officials  of  these  villages  there  exists  complete 
sets  of  town  officers  who  have  jurisdiction  over  the  fringes  of  land 
outside  the  incorporated  villages.  This  brings  up  the  serious  ques- 
tion as  to  the  necessity  for  town  government  in  the  suburban  coun- 
ties. Why  have  many  complete  sets  of  officials  whose  jurisdiction 
and  duties  overlap  ? 
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May  I  say  here,  that  when  I  spoke  to  a  very  good  friend  of  mine 
the  other  day  and  told  him  I  was  coming  up  here  and  was  going  to 
talk  about  the  reorganization  of  town  and  county  government,  he 
said  to  me,  "I  would  not  do  that;  just  think  what  it  means.  It 
would  be  a  grave  political  mistake  for  you  to  do  that.  There  are 
960  townships  in  the  state  of  New  York,  and  if  you  recommend  that 
this  official  be  consolidated  with  another  official,  or  that  that  official 
be  eliminated  altogether,  you  are  going  to  earn  the  enmity  of  liter- 
ally thousands  of  office-holders  throughout  the  state  of  New  York." 
I  said  to  him,  "  You  know,  that  is  an  interesting  point  of  view,  but 
I  don't  quite  follow,  for  two  reasons ;  the  first  is  that  frankly  I  am 
not  tremendously  concerned  about  the  political  effect,  for  a  very 
good  reason,  that  after  a  somewhat  long  administrative  experience 
in  various  capacities  I  have  come  to  the  conclusion  that  any  exec- 
utive who  begins  thinking  about  political  etTect  had  much  better, 
for  the  sake  of  his  state  or  his  department  or  his  bureau,  resign  his 
job  at  once." 

And  the  other  reason  I  did  not  agree  with  this  gentleman  was, 
that  I  believe  that  of  the  several  thousand  town  officials  in  the  state 
of  New  York  a  very  large  percentage  of  them  are  mighty  good 
American  citizens  and  that  they  will  put  the  interests  of  their  town 
ahead  of  the  interests  of  their  own  pocketbook. 

It  is  time  for  the  recognition  of  the  new  phenomenon  of  the 
widely-growing  suburban  areas  which  are  constantly  increasing  in 
size,  in  wealth,  and  at  the  same  time  in  the  demands  for  all  kinds 
of  public  improvements  —  sewers,  lighting,  water  supply,  concrete 
roads,  special  policing,  etc.  Why  should  they  be  governed  under  a 
system  devised  for  a  sparsely-settled  agricultural  community? 

It  is  this  lack  of  study  and  reorganization  of  the  suburban  areas 
which  has  led  to  the  terrible  abuses  of  the  last  few  years.  In 
Monroe  County  in  this  State  a  suburban  town  has  recently  given  the 
example  of  advertising  for  bids  for  a  system  of  sidewalks  which 
had  actually  been  laid  and  completed  two  years  before  by  a  con- 
tractor who  was  in  league  with  a  real-estate  developer  and  the  town 
officials.  In  another  town  in  the  same  county  various  so-called  im- 
provements have  been,  in  the  past  few  years,  put  in  with  such  a 
lavish  hand  that  the  per-capita  debt  of  the  inhabitants  of  that  town 
is  over  $1000.  By  the  same  token  this  system  has  so  grown  up 
without  restriction  or  planning  that  after  the  last  session  of  the 
New  York  legislature  I  was  compelled  to  veto  many  local  bills, 
especially  those  afifecting  towns  and  villages  in  Westchester  County, 
on  the  general  ground  that  these  bills  were  establishing  new  officials, 
boards  and  commissions  without  regard  to  uniformity,  or  were  en- 
abling officials,  boards  and  commissions  to  spend  the  taxpayers'  dol- 
lars into  the  millions  without  any  approval  on  the  part  of  the 
taxpayers  themselves  and  without  recourse. 
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The  other  side  of  the  picture  relates  to  the  relief  of  local  units 
of  government  through  functions  which  are  no  longer  purely  local 
even  though  the  geography  of  the  local  units  may  remain  the  same. 
Let  me  cite  some  examples. 

During  early  history  the  country  roads,  for  instance,  were  used 
almost  exclusively  by  the  people  living  within  a  given  community, 
and  it  was  proper  that  they  should  be  required  to  maintain  these 
roads.  Now,  however,  almost  no  road  is  a  local  road  and  this 
function  of  government,  originally  a  purely  local  town  function, 
has  now  become  one  of  county  and  state  concern. 

I  know  of  no  business  reason,  and  can  think  of  none,  why  the 
town  as  a  unit  of  administration  of  highway  expenditure  should 
longer  exist.  I  shall  propose  to  the  next  legislature  that  the  citizens 
of  any  county  in  this  State  may  in  their  discretion  substitute  a 
county  highway  organization  for  the  present  large  number  of  town 
highway  organizations — one  in  each  town — which  now  exist.  If  an 
enabling  act  of  this  kind  is  passed,  and  if  the  counties  of  this  State 
shall  avail  themselves  of  the  act.  it  will  result  in  the  substitution  of 
fifty-seven  county  highway  organizations  in  the  place  of  the  nine 
hundred  and  thirty-three  existing  town  highway  departments.  Were 
this  a  purely  business  proposition  the  decision  would  be  immediately 
made.  It  would  result  in  building  more  and  better  town  highways 
for  the  same  amount  of  money.  IMore  than  that,  it  would  result  in 
the  opening  up  of  vast  areas  of  the  state  of  Xew  York  which  today, 
because  they  are  off  a  concrete  state  road,  have  shown  no  increase 
in  value  and  have  steadily  decreasing  populations. 

Another  example:  Except  for  the  fact  that  larger  health  districts 
are  permissible,  the  town  is  still  the  unit  for  health  administration 
in  rural  communities.  With  modern  means  of  transportation,  no 
good  reason  exists  in  most  cases  for  that  form  of  administration. 
Disease  germs  are  no  re.specters  of  political  boundary  lines.  They 
will  flit  from  one  town  to  another  without  the  slightest  thrill  when 
they  pass  over  town  lines.  There  is  no  doubt  that  administrative 
health  units,  larger  than  the  town,  are  imperative  in  these  modern 
times. 

Still  another  example :  Every  two  years  in  this  state  we  elect  in 
each  town  a  collector  of  taxes — over  930  of  them  in  all.  In  the  old 
days  when  a  horse  and  buggy  furnished  the  most  rapid  means  of 
communication,  a  town  collector's  existence  was  justified.  The 
town  collector  today  is  paid  by  the  fee  system  and  there  is  a  definite 
premium  for  his  own  pocketbook  if  he  delays  the  collection  of  taxes 
and  later  gets  a  higher  fee  for  the  delay.  It  would  be  right,  of 
course,  in  some  towns  to  provide,  as  a  matter  of  convenience,  some 
central  point  and  some  one  individual  —  say  the  town  clerk  —  who 
might  receive  the  payment  of  bills  voluntarily  brought  in.  But,  in 
the  main,  the  principal  tax-collecting  agency  might  well  be  the  office 
of  the  Countv  Treasurer. 
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I  shall  ask  the  next  Legislature  for  enabling  legislation  which 
would  allow  the  citizens  of  a  county,  if  they  so  wished,  to  place  the 
duty  of  collecting  taxes  in  the  office  of  the  County  Treasurer,  pro- 
viding at  the  same  time  for  the  sending  out  of  tax  bills  in  uniform 
form,  with  definite  notation  thereon  telling  each  taxpayer  what  his 
money  was  going  to  be  used  for ;  how  much  was  to  go  to  the  state ; 
how  much  to  the  county ;  how  much  for  roads ;  how  much  for 
schools,  etc.,  etc.  It  has  been  estimated  that  the  consolidation  of 
tax-collecting,  under  a  county  official,  would  save  the  taxpayers  of 
this  state  over  half  a  million  dollars  a  year  by  the  elimination  of 
unnecessary  existing  town  officials. 

Finally,  it  i^  right  that  we  should  give  serious  consideration  to 
the  office  of  Justice  of  the  Peace.  These  town  officials  are  in  most 
cases  paid  by  fees.  Their  duties  are  three-fold — to  hold  and  commit 
violators  of  the  law;  to  try  minor  violations  of  the  law,  sitting  as 
magistrates;  and  to  hear  and  try  small  civil  actions  within  their 
town.  In  most  cases  Justices  of  the  Peace  have  had  no  legal  train- 
ing, and,  while  many  of  them  are  conscientious  in  the  exercise  of 
their  functions,  the  great  majority  of  the  Justice  of  the  Peace  courts 
in  this  state  give  unsatisfactory  and.  in  many  cases,  costly  justice. 
Simplified  and  less  costly  justice  for  the  average  citizen  is  a  crying 
need  of  the  whole  nation.  One  of  the  first  steps  will  be  to  re- 
organize the  whole  system  of  Justices'  courts,  retaining  possibly 
some  individual  in  every  township,  who  shall  have  jurisdiction  of  a 
committing  magistrate  but  placing  the  trial  of  both  criminal  and 
civil  cases  in  the  hands  of  qualified  and  trained  judges.  By  this 
means  we  shall  gain  much,  both  for  better  justice  and  for  the  saving 
of  the  taxpayer's  pocketbook. 

It  is  worthy  of  note  that  on  February  1,  1923,  a  committee  of  the 
New  York  Legislature  rendered  a  report  in  which  it  was  said, 
■■  There  is  no  point  at  which  larger  or  more  immediate  govern- 
mental improvements  can  be  made  at  the  present  time  in  the  state 
of  New  York  than  in  county,  town  and  village  government.  In  this 
report  w'e  are  able  to  point  to  an  annual  saving  of  some  82,620,000, 
which  can  be  made  by  the  adoption  of  the  specific  minor  recom- 
mendations we  have  to  make.  It  is  not  possible  to  estimate  the 
savings  which  would  result  from  the  adoption  of  the  major  sug- 
gestions but  they  would  total  many  millions  of  dollars.  Our  recom- 
mendations have  not  been  confined  to  economy.  We  have  given 
equal  attention  to  the  matter  of  better  government  and  in  some 
cases  our  suggestions  would  require  increased  appropriations.  On 
the  whole,  however,  the  plans  we  are  outlining  would  result  in  a 
substantial  reduction  in  the  tax  burden,  as  well  as  in  better  service." 

This  report  was  rendered  to  the  Legislature  more  than  six  years 
ago.  Since  that  time  no  definite  steps  have  been  taken  by  the  Legis- 
lature to  make  effective  these  specific  recommendations.     No  steps 
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have  been  taken  which  would  have  saved  the  taxpayers  of  this  state 
$15,000,000  in  the  past  six  years,  nor  the  major  suggestions  which 
the  committee  reported  would  save  many  more  millions  of  dollars. 
My  predecessor  has  called  this  to  the  attention  of  many  Legislatures. 
It  is  time  for  action. 

Let  me  say  that  I  consider  this  one  of  the  outstanding  problems 
confronting  the  people  of  the  state  of  New  York.  I  consider  that 
it  is  the  outstanding  problem  in  almost  every  other  state.  I  hope 
that  next  year  Xew  York  will  have  the  courage,  the  common  sense, 
and  the  will,  through  its  Legislature,  to  start  this  definite  reform. 
I  want  to  see  this  state  save  millions  in  taxes  for  the  benefit  of  the 
present  generation,  but  even  more  I  want  to  see  our  generation 
reorganize  and  improve  an  outworn  system  for  the  sake  of  those 
sons  and  daughters  who  come  after  us. 

In  the  final  analysis  there  are  a  great  many  other  things  besides 
charity  that  should  begin  at  home.  We  are  apt  as  a  nation  to  think 
in  big  terms,  we  are  apt  to  read  the  headlines  about  the  events  in 
the  National  Capital ;  we  are  apt  to  give  a  fair  amount  of  interest  to 
the  events  in  our  State  Capital.  How  many  of  us  as  voters  pay 
much  effort,  interest,  attention  or  time  to  the  affairs  of  our  local 
government  ? 

As  Kipling  said  in  one  of  his  poems:  "  On  your  own  heads,  in 
your  own  hearts,  the  sin  and  the  saving  lies."  If  we  fail  in  the 
little  things  of  life,  the  things  that  seem  so  close  to  us,  if  we  feel 
that  they  are  unimportant,  in  the  long  run  we  must  fail  in  the 
bigger  things.  I  wish  that  the  people  in  every  state  of  this  country 
could,  largely  through  the  splendid  body  of  delegates  that  has  come 
from  practically  every  state  to  this  conference,  have  this  point 
brought  home  to  them,  that  they  can  go  to  you  ladies  and  gentle- 
men who  know  a  lot  about  the  practice  and  theory  of  taxation,  that 
they,  largely  through  you,  can  carry  on  the  splendid  efforts  that 
have  been  made  towards  greater  uniformity  in  tax  laws  throughout 
the  United  States.  But  in  the  final  analysis  they  are  going  to  tie 
your  hands,  and  they  are  going  to  tie  the  hands  of  good  govern- 
ment, unless  they  look  to  their  local  expenditures,  unless  they  look 
to  the  problem  of  local  government  in  a  more  business-like  way. 

I  hope  that  some  day,  when  I  leave  Albany,  I  shall  be  able  to 
come  to  one  of  the  conferences  of  the  National  Tax  Association  as 
a  private  citizen,  to  be  present  at  all  of  the  sessions  and  learn  a  lot 
more  about  it.  I  do  not  pretend  to  be  an  expert,  but  I  do  know 
some  things  when  I  see  them. 

One  of  the  things  that  I  have  seen  tonight  that  has  made  me  very 
happy  is  the  size  and  the  make-up  of  the  Pennsylvania  delegation. 
They  were  good  enough  through  their  chairman,  a  few  moments 
ago,  to  present  me  with  a  delightful  token,  a  baby  elephant,  a 
symbol,  I  take  it,  of  the  G.  O.  P.     May  I  say  that  I  have  in  the  past 
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been  very  grateful  to  many  of  the  worshipers  of  this  baby  elephant 
for  the  grand  support  that  they  have  given  me  in  this  state.  And. 
I  am  particularly  happy  to  have  a  baby  elephant,  for  the  first  time 
in  my  life,  of  such  size  that  I  can  carry  it  around  in  my  pocket. 

It  has  been  a  great  pleasure  to  be  here  tonight  and,  as  I  say,  I 
wish  I  could  have  been  at  all  of  the  meetings  of  this  Association. 
You  are  doing  a  splendid  piece  of  work,  not  merely  in  every  state 
but  in  the  training  of  national  thought.  Keep  it  up  and  may  these 
meetings  grow  larger  and  more  successful  even  than  this  one,  in 
the  days  to  come. 

Chairman  Graves:  You  have  heard  the  address  of  a  great  gov- 
ernor of  the  great  state  of  New  York.  You  are  now  to  listen  to  an 
address  by  a  man  who  was  formerly  a  great  governor  of  a  great 
state.  It  is  a  pleasure  to  introduce  Frank  O.  Lowden  of  Illinois, 
who  will  speak  to  you  on  the  subject  of  Farm  Lands  Unduly  Bur- 
dened with  Taxes.     Honorable  Frank  O.  Lowden  of  Illinois. 

Frank  O.  Lowden  (Illinois):  Mr.  President,  Governor  Roose- 
velt, Ladies  and  Gentlemen :  I  speak  with  a  great  deal  of  diffidence 
upon  any  subject  of  taxation  before  so  distinguished  a  body  as  this. 
I  cannot  hope  to  say  anything  to  you  that  is  new,  but  it  is  sometimes 
well  for  the  layman's  point  of  view  to  be  brought  to  the  attention 
of  experts  in  any  line. 

In  earlier  days,  the  problem  of  taxation  was  simple.  In  a  simpler 
society  the  general  property  tax  was  perhaps  as  just  a  method  of 
taxation  as  could  be  employed.  Most  property  was  visible  to  the 
eye  of  the  assessor  and  could  be  listed.  Since  the  Civil  War,  how- 
ever, there  has  been  a  rapid  increase  in  intangible  property  and  no 
method  of  direct  taxation  has  been  devised  by  which  it  can  be  made 
to  bear  its  just  share  of  the  burdens  of  government. 

And  then  in  the  industrial  evolution  going  on  a  larger  share  of 
our  national  income  finds  expression  in  the  form  of  wages  and 
salaries.  In  our  earlier  days  income,  and  therefore  ability  to  pay 
taxes,  was  generally  associated  with  property  in  some  form.  The 
individual  artisan  with  his  tools  producing  and  selling  independ- 
ently; the  independent  merchant  with  his  stock  of  goods,  receiving 
no  salary  but  depending  upon  the  profits  of  his  business  for  his  live- 
lihood; the  farmer  operating  his  farm  with  his  own  equipment,  are 
instances  which  readily  come  to  hand.  In  those  days  salaries  were 
few  and  small  and  earnings  were  associated  directly  with  owner- 
ship of  property.  Today,  however,  we  are  living  in  another  world. 
Where  once  were  thousands  of  blacksmiths  and  carpenters  and 
masons  all  engaged  in  a  little  business  of  their  own,  we  today  have 
great  centralized  industrial  plants  and  powerful  construction  com- 
panies which  have  absorbed  the  independent  individual  or  partner- 
ship operators  of  earlier  times.     Instead  of  the  thousands  of  inde- 
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pendent  small  merchants  depending  upon  their  profits  for  their 
living,  we  have  an  increasing  number  of  great  chain-store  systems 
employing  managers  for  salaries,  who  are  taking  the  place  of  the 
merchants  who  received  no  salaries  as  such.  The  result  is  that  an 
ever-increasing  part  of  our  national  income  is  absorbed  by  salaries, 
wages,  commissions  and  fees.  The  federal  income  tax  has  accen- 
tuated this  tendency.  For,  following  its  adoption,  many  corpora- 
tions absorbed  as  large  a  proportion  of  their  profits  as  they  could  in 
salaries  paid  to  the  owners  of  the  corporations.  This,  of  course, 
was  to  avoid  payment  of  corporation  income  taxes. 

It  thus  has  come  about  that  income  all  the  while  is  less  dependent 
upon  ownership  of  property  than  it  was  in  former  times.  While 
ownership  of  property  was  therefore  once  a  fairly  satisfactory  test 
of  ability  to  pay,  that  is  no  longer  the  fact.  Professor  John  R.  Com- 
mons estimates  that  in  the  United  States  as  a  whole,  the  ownership 
of  property,  both  tangible  and  intangible,  produces  not  more  than 
20  per  cent  of  total  net  income.  And  yet  we  are  told  by  the  United 
States  Census  Bureau  that  7b  per  cent  of  the  revenue  of  the  states 
and  local  units  of  government  is  derived  from  the  general  property 
tax.  In  my  own  state  it  has  been  estimated  by  competent  authority 
that  tangible  property  produces  but  10  per  cent  of  the  total  income 
of  the  -state  and  pays  over  96^  per  cent  of  all  taxes.  In  practice, 
of  course,  as  we  all  know,  tangible  personal  property  largely  escapes 
taxation.  As  Professor  Seligman  says,  in  his  Essays  on  Taxation, 
'■  The  tax  on  personalty  is  levied  virtually  only  on  those  who  already 
stand  on  the  assessor's  book  as  liable  to  the  tax  on  realty.  Those 
who  own  no  real  estate  are  in  most  cases  not  taxed  at  all ;  those 
who  possess  realty  bear  the  taxes  for  both.  The  weight  of  taxation 
really  rests  on  the  farmer,  because  in  the  rural  districts  the  asses- 
sors add  the  personalty,  which  is  generally  visible  and  tangible,  to 
the  realty,  and  impose  the  tax  on  both.'" 

We  hear  a  great  deal  about  the  decline  of  farming  land.  But  one 
of  its  chief  causes  has  been  singularly  overlooked.  It  is  the  over- 
burdening of  the  agriculturist  by  the  general  property  tax.  What 
is  practically  a  real  property  tax  in  the  remainder  of  the  state  be- 
comes a  general  property  tax  in  the  rural  regions.  The  farmer 
bears  not  only  his  share,  but  also  that  of  the  other  classes  of  society. 

In  all  our  business  relations  we  recognize  the  fact  that  real  estate 
becomes  all  the  time  a  less  valued  factor  in  the  production  of  wealth. 
Suppose  you  are  engaged  in  manufacturing  and  go  to  your  bank  to 
establish  a  line  of  credit  and  are  required  to  make  a  financial  state- 
ment to  your  banker.  In  what  is  he  chiefly  interested?  Not  in 
your  physical  plant.  He  is  more  likely  than  not  to  refer  to  that, 
contemptuously,  as  only  "  brick  and  mortar."  Of  course,  he  scru- 
tinized your  quick  assets  closely.  He ;  is  even  more  interested, 
however,  in  your  earnings,  and  perhaps  even  more  in  the  character 
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of  tlie  management.  And  these  factors  rank  in  the  same  order  if 
3'ou  wish  to  sell  your  business.  Now,  the  general  property  tax  re- 
verses this  order.  The  real  estate  is  taxed  heavily,  the  quick  assets 
little;  the  good  will  which  is  expressed  in  the  earnings  and  manage- 
ment is  taxed  not  at  all. 

While  the  general  property  tax  unduly  burdens  all  real  estate,  it 
bears  heavily  upon  farm  lands.  For  it  is  agreed  among  the  econ- 
omists, I  think,  that  it  is  much  easier  to  shift  taxes  levied  upon  the 
improvements  than  it  is  taxes  upon  the  land  itself,  and  of  course 
improvements  are  a  part  of  the  real  estate.  On  land  devoted  to 
other  uses  than  agriculture,  the  value  of  the  buildings  erected  upon 
the  land  is  relatively  a  far  greater  proportion  of  the  whole  than  in 
the  case  of  the  farm. 

As  long  ago  as  1924,  Dr.  Richard  T.  Ely,  in  an  address  delivered 
before  the  Tri-State  Development  Congress  at  Duluth,  IMinnesota, 
said :  "  Taxes  on  farm  lands  are  steadily  and  rapidly  approximating 
the  annual  value  of  farm  lands;  and  in  a  period  varying  from  state 
to  state,  but  in  most  of  the  states  in  a  relatively  short  period — a 
period  so  short  that  some  of  us  may  live  to  see  it,  if  the  movement 
continues  unchecked— the  taxes  will  absorb  farm-land  values,  the 
farmers'  land  will  be  confiscated  by  the  state  and  our  farmers  will 
become  virtual  tenants  of  the  state." 

Nearly  all  the  states,  recognizing  the  defects  of  the  general  prop 
erty  tax.  now  levy  special  taxes  of  one  kind  or  another.  The  tax 
upon  gasoline  is  perhaps  the  most  striking  development  in  this 
direction.  There  are  other  special  taxes  which  readily  come  to 
mind.  The  states,  however,  cannot  derive  sufficient  revenue  from 
this  source.  The  general  property  tax.  therefore,  will  remain  unless 
some  substitute  be  found  for  it.  The  only  alternative  to  the  general 
property  tax,  of  which  I  know,  is  a  tax  upon  incomes.  In  the 
complex  civilization  which  we  have  evolved  there  is  no  other  test 
of  ability  to  pay  so  just  as  the  income  of  the  citizen. 

We  think  of  ourselves  as  a  progressive  people.  We  boast  that 
we  have  shaken  off  the  bonds  which  shackle  the  old  world.  We 
love  to  think  that  our  vast  and  growing  wealth  is  due  to  our  ability 
in  promptly  meeting  changed  conditions  in  this  ever-changing  world. 
And  yet  we  are  the  only  great  nation  on  earth  that  has  not  long 
since  abandoned  the  general  property  tax. 

One  of  the  difficulties  in  the  way  of  substituting  an  income  tax 
for  the  general  property  tax  is  the  fear  of  the  states  that  in  doing 
this  they  may  drive  some  of  their  wealthy  citizens  to  other  states 
where  no  such  tax  is  levied.  Professor  Seligman  has  proposed  a 
way  to  overcome  this  obstacle.  He  suggests  that  the  federal  gov- 
ernment might  bring  pressure  upon  the  .states  to  induce  them  to 
favor  an  income  tax.  This  it  already  does  in  the  matter  of  taxes 
upon  inheritances.     It  might,  he  thinks  with  equal  propriety  adopt  a 
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similar  principle  with  reference  to  income  taxes.  It  might  say  to 
the  states,  impose  an  income  tax  in  lieu  of  your  general  property 
tax,  and  that  tax,  in  whole  or  in  part,  will  be  deducted  from  the 
federal  income  taxes  which  your  citizens  pay.  In  this  way  Florida 
would  not  have  so  great  an  attraction  for  the  wealthy  citizens  of 
other  states. 

One  of  the  problems  of  government  is  to  hold  down,  within 
reason,  the  mounting  costs  of  government.  Under  a  government 
such  as  ours,  the  people  authorize,  either  directly  or  indirectly,  in- 
creased expenditures  for  government.  The  great  majority  of  people 
receiving  their  income  in  the  form  of  wages,  salaries,  fees  or  com- 
missions are  generally  unaware  that,  in  part  at  least,  the  taxes  paid 
by  others  are  shifted  to  them.  They,  therefore,  vote  for  increased 
expenditures  for  objects  which  interest  them,  with  no  thought  that 
these  expenditures  are  adding  to  their  cost  of  living.  Xow,  then, 
will  property  which  yields  but  20  per  cent  of  the  national  income  be 
able  to  meet  the  increasing  costs  of  government?  If  taxes,  upon 
the  other  hand,  were  levied  upon  the  basis  of  income,  without  un- 
reasonable exceptions,  voters  would  consider  with  greater  care  the 
need  for  proposed  new  activities  of  the  government  which  would 
enhance  the  cost  of  government. 

The  largest  items  in  the  farmer's  tax  bills  are  for  schools  and 
roads.  The  time-honored  method  for  supporting  the  one  and  build- 
ing and  maintaining  the  other  has  been  by  local  taxation.  With 
reference  to  roads,  formerly  this  was  an  entirely  logical  procedure. 
For  practically  all  roads  were  local  in  their  use.  It  was  a  rare 
thing  when  any  one  living  outside  of  the  township  or  county  used 
the  roads.  There  is  now,  however,  a  constantly  decreasing  number 
of  purely  local  roads.  As  motor  cars  multiply,  even  the  leafy  lane 
in  the  remote  countryside  is  invaded  by  the  owners  of  city  cars. 
We  are  recognizing  this  changed  condition  by  putting  an  increasing 
share  of  the  cost  of  roads  upon  the  federal  and  state  governments. 
This  is  a  wholesome  tendency  and  should  go  on  progressively,  thus 
relieving  in  a  measure  the  burden  of  taxation  upon  the  farms. 

We  have  not.  however,  been  so  wise  with  our  country  schools. 
The  largest  single  items  of  taxation  upon  the  farms  is  for  the  sup- 
port of  schools.  And  yet  the  country  school  has  fallen  far  behind 
in  the  march  of  progress. 

The  population  of  the  rural  school  district,  due  largely  to  im- 
proved farm  machinery,  has  steadily  declined.  A  few  years  ago, 
the  state  of  Iowa  enacted  a  law  by  which,  when  the  number  of 
pupils  in  any  school  district  was  reduced  to  five,  the  school  should 
be  closed  and  provision  made  for  carrying  those  pupils  to  another 
school.  Under  that  law  five  hundred  schools  in  the  state  have  been 
closed.  The  country  school,  therefore,  has  lost  its  old  vitality  and 
its  old  importance  in  the  life  of  the  people.     It  is  hard  to  make  the 
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school  directors  themselves  believe  that  they  need  give  much  atten- 
tion to  so  small  a  group.  For  the  most  part,  the  little  school-house 
which  was  once  so  dynamic  a  thing  in  the  life  of  the  community 
has  fallen  into  neglect.  It  remains  upon  the  hilltop  as  of  yore.  It 
too  often,  though,  has  an  appearance  of  decrepitude  and  is  usually 
a  melancholy  memorial  of  better  days. 

At  the  same  time  that  the  rural  school  has  been  undergoing  this 
evolution,  the  schools  in  the  towns  and  cities  have  constantly  im- 
proved. Handsome  and  stately  buildings  have  taken  the  place  of 
the  ruder  structures  of  earlier  years,  the  course  of  instruction  has 
been  greatly  broadened;  sanitation  and  recreation  have  been  pro- 
vided for.  In  other  words,  for  half  a  century,  at  least,  the  rural 
schools  have  \»een  going  backward,  while  town  and  city  schools 
have  been  moving  forward. 

Educators  have  not  been  blind  to  tliis  distressing  contrast.  In 
some  sections  of  the  country  consolidated  country  schools  have  been 
established.  These  schools  have  marked  a  great  improvement  in 
the  life  of  the  community.  For  farmers  are  as  eager  to  give  their 
children  a  good  education  as  are  those  who  live  in  the  cities  and 
towns.  They  have  found,  though,  that  the  consolidated  school,  to 
be  at  all  adequate,  means  a  heavier  tax  burden  than  they  can  bear. 
In  the  cities  we  recognize  the  need  of  giving  equal  educational 
opportunities  to  all  the  children  of  the  city  regardless  of  where  they 
live.  The  children  of  the  latest  immigrant  in  the  poorest  section 
of  the  city  are  supplied  with  school  buildings  and  school  equipment 
and  teachers  equal  in  every  respect  to  those  which  are  given  the 
children  of  the  wealthiest  portions  of  the  city.  The  largest  Amer- 
ican cities  cover  an  area  of  wide  extent,  and  yet  this  prniciple 
applies  throughout  their  midst.  Why  not  apply  a  similar  principle 
upon  a  larger  scale?  Isn't  it  as  essential  to  the  welfare  of  the  state 
that  all  the  children,  within  its  borders,  have  a  fitting  education  as 
it  is  to  the  people  of  the  city  that  adequate  schools  be  furnished 
their  children  ?  Especially  since  the  future  increase  of  the  popula- 
tion in  the  urban  centers  will  be  likely  recruited  from  the  country 
schools.  If  to  secure  this,  it  is  necessary  for  the  state  to  take  upon 
itself  a  larger  share  of  the  cost  of  rural  schools,  isn't  it  in  the  in- 
terests of  the  state  to  assume  this  burden  ? 

In  this  connection,  I  wish  to  pause  for  a  word  of  tribute  to  Gov- 
ernor Roosevelt,  to  whom  we  have  had  the  great  pleasure  of  listen- 
ing tonight.  No  one,  I  think,  in  our  political  life  has  recognized 
more  clearly  than  he  the  necessity  of  relieving  the  rural  sections  of 
the  state  of  some  portion  of  the  tax  burden  in  respect  to  both  roads 
and  schools.  Under  his  leadership  the  state  of  New  York  has  made 
a  very  great  advance.  It  has  assumed  a  very  considerable  share  of 
this  burden  which  in  the  past  has  rested  so  heavily  upon  the  farms. 
And  if  the  state,  because  of  its  widely  scattered  population,  or  for 
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any  other  reason,  is  unable  to  give  its  children  that  education  which 
a  self-governing  nation  requires  if  it  is  to  endure,  is  there  any 
reason  why  the  federal  government  should  not  grant  aid  to  those 
states  ? 

In  our  national  life,  the  economic  unit  has  continuously  grown 
larger  until  it  now  embraces  the  country  as  a  whole.  In  early  days 
the  local  community  was  largely  a  self-sufficing  economic  unit.  In 
the  main,  it  supplied  its  own  needs.  Its  commerce  with  the  outer 
world  was  slight.  Its  economic  life  has  broadened  continuously 
ever  since.  What  was  at  first  of  local  concern  has  become  the 
larger  concern  of  the  state.  Today  there  is  not  a  hamlet  so  remote 
that  its  economic  life  is  not  intertwined  with  that  of  the  great 
metropolises  of  the  land.  This  fact  accounts  for  and  justifies  the 
growing  tendency  of  the  states  to  supplement  local  revenues  by  state 
grants.  The  logic  of  the  sjtuation  requires  the  application  of  the 
same  principle  to  government  grants  of  aid  to  the  states.  This 
would  not  be  in  derogation  of  state  rights  and  state  duties,  but 
would  only  be  a  simple  recognition  of  economic  fact. 

In  other  countries,  if  I  am  correctly  informed,  the  revenues  are 
being  raised  more  and  more  by  the  central  governments  and  less 
and  less  by  the  local  governments;  this  partly  because  of  superior 
administration  by  the  central  government,  but  largely  because  other 
governments  have  recognized  the  inevitable  economic  unity  of  the 
country  as  a  whole. 

The  old  isolation  of  the  farm,  in  a  sense,  has  been  broken  down 
by  the  telephone,  the  automobile  and  the  radio.  Communication 
and  interchange  of  visits  between  those  who  live  in  the  country  and 
those  who  live  in  the  city  are  becoming  more  frequent  all  the  time. 
The  farmer  knows  how  the  city  man  lives.  The  farmer's  wife 
knows  the  conveniences  that  the  housewife  in  the  city  enjoys.  The 
farmer  and  his  wife  and  their  children  know  of  the  superiority  of 
the  city  school  over  the  country  school.  The  time,  therefore,  has 
come  when  we  must  try  to  equalize  conditions  of  living  upon  the 
farm  and  in  the  towns  and  cities.  We  shall  be  unable  much  longer 
to  maintain  double  standards  of  living  in  the  United  States,  as  we 
have  in  recent  years.  If  the  inequalities  which  now  exist  shall 
continue  we  shall  not  much  longer  be  able  to  keep  the  normal  boys 
and  girls  upon  the  farm.  The  trek  cityward  is  already  under  way. 
If  it  shall  go  on  as  rapidly  as  it  has  in  the  last  few  years,  the  next 
generation  will  witness  a  farm  population  largely  composed  of  the 
physically  and  mentally  unfit.  I  am  not  disturbed  about  the  move- 
ment cityward  of  our  countryfolk,  but  I  am  tremendously  con- 
cerned that  this  migration  shall  not  drain  our  countryside  of  the 
stalwart  young  men  and  women  who  prefer  life  on  the  farm  but 
who  are  drawn  to  the  cities  because  they  cannot  secure  a  fair 
reward  for  their  efforts  upon  the  farm.     In  the   future,  when  the 
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problem  is  not  of  surplus  but  of  deficit  of  farm  products,  these  stal- 
wart men  and  women  will  be  needed  on  the  farm  if  we  are  to  feed, 
at  a  reasonable  cost,  the  constantly  increasing  population  in  our 
metropolitan  centers. 

Nor  IS  this  demand  upon  the  part  of  the  rural  population  for  a 
standard  of  living  approaching  that  of  other  classes  limited  to  the 
United  States.  The  agricultural  problem  is  worldwide  in  extent. 
Industrialism  is  rapidly  extending  itself  throughout  the  civilized 
world.  Industrialization  means  for  those  employed  in  industry  a 
higher  standard  of  living  than  has  satisfied  the  peasant  farmers  of 
the  past.  This  creates  unrest  and  discontent  throughout  the  rural 
portions  of  the^globe.  It  is  often  said  that  the  food  of  the  world 
has  always  been  produced  by  farmers  of  the  peasant  type,  who  are 
content  to  live  upon  the  land  with  a  lower  standard  of  living  than 
is  elsewhere  obtained.  There  is  much  truth  in  this.  But  when 
men  infer,  as  they  sometimes  do,  that  this  is  the  lot  of  the  farm  for 
all  the  future,  I  think  they  are  wrong.  P'or  in  recent  years  new 
forces  have  come  into  existence  which  threaten  to  change  this 
lowly  status  of  the  farming  folk. 

I  have  mentioned  industrialization.  Another  force  of  which  we 
have  taken  little  note  is  operating  strongly  all  around  the  earth. 
Recently  I  visited  the  Near  East.  I  spent  some  time  in  Egypt, 
Palestine  and  Greece.  I  found  in  all  those  countries  an  irresistible 
demand  on  the  part  of  the  masses  for  education.  So  insistent  was 
this  demand  that  even  where  the  governments  were  fearful  of  the 
consequences  they  were  powerless  to  deny  it.  And  so  the  govern- 
ments of  those  countries  today  are  yielding  to  this  demand  and  edu- 
cation is  proceeding  rapidly. 

The  Fellahin  of  Egypt  have  been  farmers  as  their  brothers 
farmed  for  six  thousand  years.  The  rude  plow  they  use  is  an  exact 
copy  of  plows  that  are  pictured  in  tombs  recently  uncovered,  dating 
back  two  thousand  years  before  the  birth  of  Christ.  These  humble, 
illiterate  tillers  of  the  soil  have  been  content  during  all  these  cen- 
turies to  travel  the  same  paths  their  fathers  trod.  In  recent  years, 
however,  this  ancient  slumber  has  been  broken  by  the  dream  of  a 
larger  life.  They  are  demanding  education  and  they  are  receiving 
it  in  ever-increasing  degrees.  And  so  in  Palestine.  And  so  in 
Greece.  And  so,  I  am  told,  in  all  the  land  in  that  portion  of  the 
world. 

The  great  problem  now  confronting  the  statesmen  of  those  coun- 
tries is  to  hold  their  farmers  upon  the  land.  As  they  become  edu- 
cated they  leave  the  farm  for  the  cities,  where  they  hope  for  larger 
rewards  in  industry  or  in  the  civil  service  of  the  nation.  In  Italy, 
where  Mussolini's  power  is  supreme,  the  government  has  gone  to 
the  extent  of  restraining  farmers  from  leaving  their  farms  for  the 
city  unless  they  can  give  a  reason  satisfactorv  to  the  government. 
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Vi'ithout  exception,  in  all  the  countries  I  visited  leading  statesmen 
pronounced  the  agrarian  problem  the  greatest  problem  they  had  to 
meet. 

I  wondered  how  it  was  in  the  far  east  countries  like  China  and 
India.  And  so  upon  my  return  home  I  began  an  investigation,  and 
I  learned  that  a  similar  movement  was  under  way  amidst  the  teem- 
ing population  of  these  far-off  lands.  One  young  Chinese  scholar 
alone,  without  aid  from  the  government,  has  mustered  5,000,000  of 
the  rural  population  in  schools,  though  these  millions  had  never 
seen  a  school  before. 

It  is  true  that  for  the  most  part  the  world  has  been  fed  by  far- 
mers of  the  inferior  peasant  type.  That  this  will  continue  long 
there  is  the  gravest  reason  to  doubt. 

Population  is  increasing  rapidly  throughout  the  earth,  largely 
owing  to  the  discoveries  of  medical  and  sanitary  science.  The 
problem  of  the  future  is  to  feed  these  multiplying  millons.  I  am 
wondering  if  the  time  is  not  fast  approaching  when  the  world  will 
have  to  give  a  better  way  of  life  to  those  who  supply  them  with 
their  daily  needs.  There  was  a  time,  not  far  distant,  when  men 
thought  of  labor  as  a  commodity,  to  be  bought  and  sold  in  the  open 
market,  with  an  unavoidable  tendency  towards  lower  wages  if  the 
supply  exceeded  the  demand.  And  the  thought,  too,  that  the  lower 
the  wages  the  larger  the  profits  they  would  receive.  How  different 
the  present  facts!  Real  wages  in  industry,  not  only  in  this  country 
but  generally,  are  higher  than  they  ever  were  before,  and  contrary 
to  their  expectations  industrial  leaders  are  attributing  in  part  the 
prosperity  they  have  enjoyed  in  recent  years  to  the  more  generous 
wages  labor  is  receiving.  Isn't  it  possible  that  a  similar  revolution 
is  pending  in  agriculture?  Isn't  it  probable,  too,  that  if  agriculture 
were  prosperous  throughout  the  world,  it  would  enhance  the  pros- 
perity of  all  ? 

It  is  necessary  no  longer  to  portray  the  economic  plight  of  the 
American  farmer.  All  classes  of  our  citizenship  now  recognize  the 
fact  that  in  recent  years  his  lot  has  been  a  hard  one.  .\11  parties 
and  all  classes  profess  a  willingness,  even  an  eagerness,  to  help  im- 
prove his  condition.  The  federal  and  state  governments  have  it 
within  their  power  to  lift  or  greatly  lighten  the  unjust  burden  of 
taxation  now  resting  so  heavily  on  the  farmer's  shoulders.  Will 
they  do  it?  I  have  a  larger  faith  that  they  will  since  I  have  at- 
tended this  great  conference  these  last  two  days,  when  I  have  seen 
the  reforms,  which  appeared  chimerical  but  a  few  years  ago,  given 
effect,  when  I  see  what  has  been  accomplished  under  the  leadership 
of  the  National  Tax  Association ;  and  when  I  reflect  that  the  taxa- 
tion of  lands  has  been  emphasized  as  no  other  subject  has  in  this 
great  conference,  I  have  a  renewed  hope  that  the  future  is  going 
to  do  justice  to  the  farmers  in  this  respect  at  least. 


EIGHTH  SESSION 

Thursday,  September  12,  1929, 
9:30  o'clock  A.  M. 

Chairman  Graves:  Please  come  to  order,  gentlemen.  Will 
those  in  the  backtpart  of  the  room  please  move  forward? 

I  have  here  a  telegram  from  the  executive  vice-president  of  the 
New  York  State  Association  of  Real  Estate  Boards,  which  wire 
I  should  like  to  read  into  the  record.     It  reads : 

"  President  National  Tax  Association, 
Saranac  Inn, 
Saranac  Lake,  N.  Y. 

■'  Greatly  regret  that  preparations  for  our  silver  jubilee  con- 
vention will  prevent  President  Miller  and  myself  attending 
your  important  conference  as  we  had  planned.  Please  extend 
to  delegates  present  greetings  and  best  wishes  of  the  officers 
and  members  of  this  association.  No  problem  today  demands 
greater  consideration  among  thinking  men  and  women  than 
that  of  taxation.  Real-estate  boards  of  this  state  are  with  you 
and  your  association  one  hundred  per  cent,  and  all  real-estate 
boards  should  work  in  full  harmony  with  local,  state  and 
national  tax  associations  with  greater  accomplishment  in  view. 
(Signed)     J.  A.  Hall, 

Executive  Vice-President 
New  York  State  Association 
of  Real  Estate  Boards." 

I  understand  that  it  is  customary  for  the  President  of  the  National 
Tax  Association  to  be  authorized  by  resolution  to  appoint  a  nomi- 
nating committee  to  recommend  to  the  association  at  its  business 
meeting,  officers  for  the  ensuing  year.  I  will  entertain  a  motion  to 
that  efifect  now. 

Virgil  H.  Gibbs  (Ohio)  :  I  move  you  that  the  President  be 
authorized  to  name  a  nominating  committee,  the  report  to  be  made 
at  the  annual  meeting. 

Philip  Zoercher  (Indiana)  :    Second  the  motion. 

(33S) 
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Chairman  Graves:  It  has  been  moved  and  seconded  that  the 
President  be  authorized  to  appoint  a  nominating  committee. 

(Ayes  and  Noes)  • 

(Motion  carried) 

Chairman  Graves:  I  appoint  as  members  of  that  committee  the 
past  presidents  of  the  National  Tax  Association  here  present:  Bul- 
lock, Bliss,  Page  and  Vaughan.  In  addition  I  appoint  E.  L.  Fisher 
of  Oregon,  W.  A.  Hough  of  Indiana,  and  C.  L.  Turner  of  Penn- 
sylvania. By  right  of  seniority  Professor  Bullock  will  be  chairman 
of  that  committee. 

Franklin  S.  Edmonds  (Pennsylvania)  :  I  have  been  told,  Mr. 
Chairman,  that  Mr.  Hough  has  gone. 

Chairman  Graves:  I  then  name  I\Ir.  Gibbs  of  Ohio. 

If  there  are  no  other  announcements,  it  affords  me  very  great 
pleasure  to  ask  Mr.  Holcomb,  of  whom  we  are  all  very  fond,  and 
to  whom  this  association  is  very  deeply  indebted,  to  preside  at  this 
session  of  the  conference. 

Alfred  E.  Holcomb  presiding. 

Chairman  Holcomb  :  This  session  of  the  conference  was  de- 
signed to  take  up  a  novelty,  which  we  think  may  possibly  be  a  per- 
manency, and  that  was  a  review  of  legal  decisions.  In  addition  to 
that,  we  thought  it  would  be  desirable  to  deal  with  the  question  of 
bank  taxation,  because  that  involves  legal  questions.  In  the  after- 
noon there  was  to  be  a  period  for  further  discussion  by  the  repre- 
sentatives of  the  different  states  who  have  been  devoting  their  time 
to  discussion  of  the  bank-tax  situation.  I  was  told  this  morning 
that  there  will  be  so  many  absences  from  among  the  members  of 
the  committee  that  has  been  working  on  that  subject  among  them- 
selves, that  it  seems  desirable  to  let  them  have  a  part  of  this  session, 
so  that  we  shall  endeavor,  as  best  we  may,  to  afford  them  a  period 
at  the  end  of  this  session.  For  that  rea.son  we  shall  necessarily 
have  to  shorten  it.  That  seemed  to  require  or  make  desirable  shift- 
ing the  order  of  the  papers  at  this  session,  and  to  let  No.  2  come  in 
before  No.  1,  as  the  No.  1  paper  relates  more  specifically  to  the 
bank-tax  question.  So,  with  your  permission  I  will  ask  that  No.  2 
be  now  discussed,  under  the  subject  "  What  the  Courts  are  Saying 
about  Taxes — a  Review  of  Recent  Leading  Decisions."  As  I  sug- 
gested, it  seemed  desirable,  in  view  of  the  large  number  of  impor- 
tant legal  decisions  that  have  been  rendered  within  the  last  year  and 
a  half,  that  our  minds  be  concentrated  on  those  decisions,  because 
there  is  much  to  be  learned  from  a  study  of  the  cases;  and  among 
all  the  people  who  are  members  of  the  conference  I  can  think  of 
no  one  better  qualified  by  training,  by  experience  in  court  and  by 
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actual  dealing  with  some  of  the  cases  that  have  gone  to  the  Supreme 
Court  and  arguing  them  before  that  court,  than  Mr.  Russell  Brad- 
ford of  New  York,  who  will  now  address  you. 

WHAT  THE  COURTS  ARE  SAYING  ABOUT  TAXES- 
A  REVIEW  OF  RECENT  LEADING  DECISIONS 

RUSSELL  L.  BRADFORD 
Of  the   New  York  Bar 

Mr.  Chairman.  [Members  of  the  National  Tax  Association.  Ladies 
and  Gentlemen :  Cases  affecting  state  statutes  may  go  to  the  United 
States  Supreme   Court  only  if  some   federal   question  is  involved. 
That  is  to  say,  the  law  must  be  violative,  or  in  claimed  violation, 
of  the  Federal  Constitution,  or  in  conflict  with  some  federal  statute 
or  some  treaty  made  with  a  foreign  government.    The  great  major- 
ity of  cases  that  reach  the  Supreme  Court  naturally  have  as  their 
basis  an  imputed  repugnancy  of  the  law  to  the  Federal  Constitution. 
The  Federal  Constitution  is  not  a  particularly  long  instrument.     Its 
words  are  fairy  explicit.     Since  1789,  many  of  them  have  been  the 
subject  of  litigation   and  judicial  interpretation   and   construction. 
While  it  is  the  organic  law  of  this  country,  the  Constitution  is  not 
sacrosanct.     It  is  being  constantly,  lately,  tinkered  and  tampered 
with;  witness  the  number  of  amendments  thereto  within  the  past 
twenty  years.     Nor  is  the  Constitution  a  mere  ancient  parchment,  . 
unsusceptible  of  change  or  adaptation  to  new  needs  and  new^  ideas. 
It  is  the  spirit  of  the  country,   a  living  thing,   and  as  such  must 
grow  and  expand  to  meet  new  adjustments  and  changes  of  life  and 
civilization,  or  it  becomes  a  useless  and  impotent  thing,   of  mere 
words  and  phrases. 

In  this  day  of  rapid  new  thought,  of  changing  conditions,  of  in- 
vention, of  application  of  mechanical  appliances  to  human  needs 
and  comforts,  of  radically  different  business  methods,  of  surprising, 
even  amazing,  progress  in  locomotion  and  in  communication — in 
short,  in  this  mechanical  age,  the  Constitution,  drafted  in  an  age  of 
intense  personalism  and  individualism,  as  applied  to  conditions  and 
thought  then  existing,  is  yet  sufficiently  flexible  and  elastic  to  adapt 
itself  to  this  day  and  time. 

Does  this  mean  that  we  are  making  over  the  Constitution,  that  its 
words  are  being  given  different  meanings  from  those  originally 
contemplated?  If  this  be  the  process  it  would  not  be  startling,  for 
this  merely  would  mean  democracy;  it  merely  would  mean  that  in 
the  end  the  people  are  the  Constitution  and  its  meaning  is  what  the 
people  at  any  given  time,  in  a  given  age,  believe  it  to  mean.  Thus 
I  think  it  is  interpreted,  and  thus  it  serves  its  high  and  important 
purposes. 

When,   as   under   our   system    of   government,   legislative    bodies 
22 
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enact  laws,  those  laws  must  be  tested  by  some  token.  Do  they  con- 
form to  the  organic  law  as  that  law  is  presently  construed?  A 
construction  given  yesterday  by  the  courts  of  yesterday  may  not  be 
the  construction  of  today  given  by  the  courts  of  today — and  thus 
the  procession  of  new  cases  laid  at  the  portals  of  the  Supreme 
Court,  asking  whether  this  law  or  that  law  does  or  does  not  im- 
pinge upon  or  violate  the  organic  law  as  it  is  now  understood  and 
interpreted. 

Legislative  bodies  are  not  unjust.  They  are  made  up  of  the 
cross  currents  of  our  people  and  represent — necessarily  must  repre- 
sent— the  average  intelligence  and  understanding  of  the  communi- 
ties. The  laying  of  taxes  is  not  an  unintelligent  act  of  capricious 
children  playing  at  games.  They  are  laid  in  response  to  the  de- 
mands of  the  communities,  of  the  people,  for  better  accommoda- 
tions and  service  from  Government.  They  are  laid  for  the  benefit 
of  the  people  of  the  Government,  and  are  not  intended  to  be  harsh, 
burdensome  or  unjust,  nor  are  they  assumed  to  be  violative  of  the 
organic  law  of  either  the  states  or  the  federal  government.  At 
times  they  may  be  more  equitably  laid,  it  is  true,  but  this,  in  the 
last  analysis,  merely  means  that  if  you  had  to  do  it,  it  would  be 
done  a  little  differently  from  the  way  it  has  been  done.  A  tax  may 
be  unjust  and  yet  not  invalid  as  unconstitutional.  Witness  the  im- 
port taxes,  that  is,  the  tariff,  or  the  taxation  for  inheritance  tax 
purposes  of  stock  by  both  the  state  of  the  domicile  of  the  corpora- 
tion issuing  the  stock,  as  well  as  by  the  state  of  the  domicile  of  the 
owner  of  the  stock  certificate.  On  the  other  hand,  a  tax  may  be 
apparently  just  and  yet  unconstitutional  if  it  be  upon  a  subject 
without  the  jurisdiction  of  the  taxing  power,  or  be  one  violative  of 
our  testing  stone,  the  Constitution ;  witness  the  decision  of  the 
Supreme  Court  in  Long  v.  Rockzcood^  where  the  State  of  Massa- 
chusetts was  denied  the  right  to  impose  a  tax  upon  income  from 
patent  rights,  of  a  citizen  and  resident  of  that  commonwealth,  who 
had  availed  of  its  governmental  protection  and  privilege. 

We  may  not  lay  at  the  door  of  the  Congress  or  of  the  state  legis- 
latures the  charge  of  ignorance  or  wrongdoing  in  the  imposition  of 
taxes,  any  more  than  we  may  lay  at  the  door  of  the  courts  the 
charge  of  a  too  tender  aft'ection  for  technicalities  or  an  uncon- 
trolled arbitrariness  of  decision.  We  are  all  merely  trying  to  get 
at  the  very  right  of  the  thing,  according  to  the  law  under  which  we 
have  elected  to  live. 

Before  we  proceed  with  a  brief  analysis  of  some  of  the  more 
important  late  decisions  of  the  United  States  Supreme  Court  re- 
specting taxes,  state  and  federal,  it  may  not  be  uninteresting  to 
observe  a  case  presented  to  the  United  States  Supreme  Court  which 
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involved  a  conflict  of  a  state   statute   with   a  treaty  made   by  the 
United  States  with  a  foreign  government. 

In  the  case  of  Neilson  v.  Johnson-  the   Supreme   Court  had  a 
question  of  this  sort  to  decide.     The  question  arose  under  the  in- 
heritance tax  laws  of  Iowa  (Section  7313  of  the  Iowa  Code)  which 
imposed  a  tax  of  ten  per  centum  upon  property  left  by  a  resident 
alien  and  going  to  a  non-resident  alien.    The  decedent  was  a  citizen 
of  the  Kingdom  of  Denmark  and  died  leaving  property  in  Iowa  to 
his  mother  who  was  a  resident  and  citizen  of  the  Kingdom  of  Den- 
mark.    The  property  had  a  value  of  something  in  excess  of  $3,000. 
The  law  applying  to  resident  citizens  of  Iowa  imposes  no  tax  upon 
property  left  to  a  mother,  if  the  estate  be  under  $15,000.     In  April 
of  1826  the  United  States  and  the  Danish  Government  had  entered 
into  a  treaty  which  provided  in  substance  "  that  no  higher  or  other 
duties,  charges,  or  taxes  of  any  kind  shall  be  levied  in  the  terri- 
tories or  dominions  of  either  party,   upon   any  personal   property, 
or  moneys  or  effects,  of  their  respective  citizens  or  subjects,  on  the 
removal  of  the  same   from  their  territories  or  dominions  recipro- 
cally, either  upon  the  inheritance  of  such  property,  ...  or  other- 
wise, than  are  or  shall   be  payable  in   each   state,   upon  the  same, 
when  removed  by  a  citizen  or  subject  of  such  state  respectively."  •■ 
The  contention  was  that  the  imposition  of  the  tax  in  this  case  was 
a  violation  of  the  treaty  with  Denmark.     The   Supreme  Court  of 
Iowa  *  upheld  the  tax.     The  United  States  Supreme  Court  reversed 
the  decision  and  held  the  application  of  the  law  in  conflict  with  the 
Treaty  of  1826.    The  Supreme  Court  said  of  the  treaty  after  going 
over  the  history  thereof,  that  it  thought  the  language  of  Article  7. 
interpreted  with  that  liberality  demanded  for  treaty  provisions  suffi- 
ciently expressed  the  purpose  of  the  treaty.     The  court  then  went 
on  to  say  that 

"  it  is  true  that  the  tax  prohibited  by  the  treaty  is  in  terms  a 
tax  on  property  or  on  its  removal,  but  it  is  also  true  that  the 
modern  conception  of  an  inheritance  tax  as  a  tax  upon  the 
privilege  of  transmitting  or  succeeding  to  property  of  a  dece- 
dent rather  than  the  property  itself,  was  probably  unknown  to 
the  draughtsman  of  Article  7.  But  whatever,  in  point  of 
present-day  legal  theory,  is  the  subject  of  the  tax,  it  is  the  prop- 
erty transmitted  which  pays  it,  as  the  Iowa  .statute  carefully 
provides." 

This  case  is  interesting  also  in  view  of  what  I  have  previously 
said  in  respect  of  the  present  interpretation  of  words,  for  the  court 
here  gave  to  the  meaning  of  words  written  in  1826  the  understand- 
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ing  they  would  now  have,  in  order  to  mete  out  full  justice  and 
complete  compliance  with  the  terms  of  the  treaty. 

Of  course,  our  modern  conception  of  an  inheritance  tax.  as  being 
one  upon  the  transfer  of.  or  succession  to,  property,  is  a  fiction. 
The  tax  falls  either  upon  the  property  itself  that  is  transferred  or 
succeeded  to,  or  upon  the  transferror  or  the  successor,  as  an  obliga- 
tion against  one  or  the  other. 

Another  decision  of  the  Supreme  Court  rendered  the  past  spring 
is  of  interest  in  that  it  took  up  the  question  of  the  priority  as  be- 
tween the  Federal  Government  and  the  state  in  the  collection  of 
taxes  where  the  assets  were  insufficient  to  pay  both  taxes.  This  was 
the  case  of  Spokane  County  v.  i'nitcd  States^  decided  April  8th, 
1929.  The  federal  Revised  Statutes,  Sec.  3466.  required  debts  of 
the  United  States  to  be  first  satisfied,  if  the  debtor  be  insolvent. 
The  opinion  in  this  case  was  rendered  by  Chief  Justice  Taft  and 
he  reviewed  the  decisions  in  respect  of  the  question  of  priority  as 
between  the  Federal  Government  and  the  state,  and  quoted  as  one 
of  the  bases  of  his  decision  part  of  the  opinion  of  Chief  Justice 
Marshall  in  United  States  v.  Fisher^  wherein  the  great  Chief  Jus- 
tice said  (p.  396)  : 

■■  If  the  Act  has  attempted  to  give  the  United  States  a  prefer- 
ence in  the  case  before  the  Court,  it  remains  to  inquire  whether 
the  constitution  obstructs  its  operation.  .  .  . 

The  Government  is  to  pay  the  debt  of  the  Union,  and  must 
be  authorized  to  use  the  means  which  appears  to  itself  most 
eligible  to  ef¥ect  that  object.  It  has,  consequently,  a  right  to 
make  remittances  by  bills  or  otherwise,  and  to  take  those  pre- 
cautions which  shall  render  the  transaction  safe. 

This  claim  of  priority  on  the  part  of  the  United  States  will, 
it  has  been  said,  interfere  with  the  rights  of  the  state  sover- 
eignties respecting  the  dignity  of  debts,  and  will  defeat  the 
measures  they  have  a  right  to  adopt  to  secure  themselves 
against  delinquencies  on  the  part  of  their  own  revenue  officers. 
But  this  is  an  objection  to  the  Constitution  itself.  The  mischief 
suggested,  so  far  as  it  can  really  happen,  is  the  necessary  con- 
sequences of  the  supremacy  of  the  laws  of  the  United  States 
on  all  subjects  to  which  the  legislative  power  of  Congress 
extends." 

The  supreme  court  of  Washington  '  had  awarded  priority  to  the 
United  States.  The  United  States  Supreme  Court  affirmed  the  de- 
cision.    The  facts  briefly  were  that  a  certain  company  in  the  state 
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of  Washington  had  heen  placed  in  tlie  liands  of  a  receiver  hnt  prior 
to  that  the  counties  of  Spokane  and  Whitman  had  assessed  a  tax 
against  the  personal  property  of  the  com])any.  Subsequently  to  the 
assignment  they  also  assessed  taxes  on  the  property  in  the  hands  of 
the  receiver.  The  United  States  had  also  assessed  an  income  tax 
against  the  company  subsequently  to  the  first  assessment  but  prior 
to  the  latter  assessments  of  the  two  counties.  No  specific  lien  or 
levy  was  made  upon  the  properties  by  the  counties  of  Spokane  and 
Whitman,  in  respect  of  any  of  the  taxes  assessed  by  them.  The 
Supreme  Court  held  that  the  United  States  came  first.  The  court, 
however,  left  open  the  question  of  what  might  have  been  the  result 
if  specific  liens  had  been  filed  against  the  property  or  it  had  been 
levied  upon  prior  to  the  federal  tax.  Chief  Justice  Taft  excluded 
this  inquiry  from  his  decision  in  the  following  language  : 

"  Whatever  may  have  been  the  efYect  of  more  completed 
procedure  in  the  perfecting  of  the  liens  under  the  law  of  the 
State  upon  the  priority  of  the  United  States  herein,  the  attitude 
of  the  state  court  relieves  us  of  consideration  of  it." 

The  state  court  in  upholding  the  priority  of  the  United  States  had 
indicated  that  the  full  procedure  for  perfecting  the  liens  had  not 
been  completed  by  the  two  counties.  If  the  liens  had  been  com- 
pleted and  the  property  levied  upon  prior  to  the  levying  of  the 
federal  tax,  it  may  be  that  the  court  would  have  treated  the  coun- 
ties of  Spokane  and  Whitman  as  mortgagees  or  prior  lienors.  It 
may  be,  on  the  other  hand,  as  the  liens,  even  if  j^erfected.  were 
merely  for  state  taxes,  that  the  United  States  Supreme  Court  would 
have  held  that  the  federal  taxes  had  priority  of  payment,  in  that  its 
right  of  collection  was  supreme. 

It  will  be  impracticable  in  a  discussion  of  this  kind,  within  the 
length  of  time  either  allotted  to  me  or  that  you  would  permit,  to  go 
thoroughly  into  the  great  number  of  cases  decided  by  the  United 
States  Supreme  Court  within  the  past  two  years  affecting  taxes, 
state  and  federal,  or  for  that  matter,  to  cover  all  the  points  involved 
in  those  cases.  I  have,  however,  selected  some  of  what  I  consider 
the  more  important  and  outstanding  cases  for  brief  analysis  and 
comment.  I  shall  badly  express  myself  if  from  my  comments  it 
may  be  inferred  that  I  am  critical  of  the  decisions  of  the  Supreme 
Court.  It  is  the  Supreme  Court  and  its  say-so  is  the  final  dis- 
position of  litigation  brought  before  it.  It  is  the  one  institution  of 
our  country  that  has  been  but  lightly  touched  by  the  fires  of  par- 
tisanship or  by  the  common  scolds  of  things  as  they  are.  While 
saying  this  it  may  also  be  said  that  one  reserves  the  same  right  to 
differ  intellectually  with  its  conclusions,  that  the  members  of  that 
court  reserve,  in  dissenting  from  those  same  or  other  conclusions. 

Taxes  involved  in  the  decisions  of  the   Supreme   Court  and  of 
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some  of  the  other  courts  cover  not  only  the  question  of  the  sub- 
stantive law  of  taxation  but  of  procedure  as  well,  including  the 
retroactive  operation  of  laws. 

Running  through  all  the  decisions  like  a  motif,  it  will  be  noted,  is 
the  disregard  of  the  Supreme  Court  for  mere  form  or  names  and 
the  apparent  purpose  and  intent  of  that  court  to  get  at  the  substance 
and  the  meat. 

Our  ancient  and  quite  honorable  friend,  Section  5219,  has  again 
had  itself  presented  to  the  Supreme  Court.  This  was  done  in  the 
case  of  Montana  Nat.  Bk.  v.  Yellowstone  Co.^  In  this  case  the 
court  held  a  substantial  discrimination  existed  against  national 
banks,  in  favor  of  incorporated  state  banks,  resulting  from  the  taxa- 
tion of  national  bank  shares  upon  a  valuation  equal  to  that  of  the 
assets  of  the  bank,  including  bonds  and  like  securities  of  the  United 
States,  while  the  state  banks  themselves  (not  the  shares)  were  taxed, 
but  only  on  the  value  of  their  assets  after  the  necessary  exclusion 
of  the  value  of  United  States  bonds  and  securities.  A  prior  de- 
cision of  the  Supreme  Court  of  Montana  in  East  Helena  State 
Bank  V.  Rogers  '■'  bad  held  that  the  State  of  ^lontana  under  the 
state  statute 

■■  had  the  option  to  tax  shares  of  stock  in  state  banks  to  the 
individual  shareholders,  or  to  tax  the  property  of  such  banks 
to  the  banks  themselves.  It  could  not  tax  both  at  the  same 
time.  ...  If  it  had  chosen  the  first  alternative  it  might  then 
have  assessed  the  shares  on  their  full  cash  value  without  refer- 
ence to  the  character  of  the  securities  in  which  the  bank  funds 
were  invested  .  .  .  ;  but  it  chose  to  tax  the  property  of  the 
banks  and  must  abide  the  consequences." 

With  this  decision  of  the  highest  court  of  the  state  before  them  the 
taxing  officials  assessed  and  levied  the  tax  against  shares  of  the  na- 
tional banks,  while  assessing  a  tax  upon  the  state  banks  themselves, 
and  not  upon  the  shares.  And  as  they  taxed  the  state  banks  them- 
selves they  necessarily  had  to  exempt  federal  securities,  which  were 
not  exempted  in  taxing  the  shares  of  the  national  banks  located 
in  Montana.  The  argument  was  advanced  that  under  the  decision 
of  the  Supreme  Court  of  the  United  States  in  Des  Moines  Bank 
V.  Fah-u'eather  "^  the  exemption  from  taxation  of  the  state  banks, 
to  the  extent  of  federal  securities  in  the  hands  of  the  state  banks,  is 
not  a  discrimination,  in  that  the  state  could  not  avoid  exempting 
federal  securities  held  by  state  banks.  The  decision  in  the  Fair- 
tveather  case,  the  Supreme  Court  said,  was  misapprehended,  in  that 
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there  tlie  question  was  of  taxinjj  shares  of  national  banks  at  a  dif- 
ferent rate  from  moneyed  capital  in  the  hands  of  private  individual 
bankers,  not  corporate  bankers.  The  Montana  court,  in  the  present 
case,  reversed  the  position  it  had  taken  in  the  Rogers  case  and  held 
that  the  state  officials  must  tax  the  state  banks  in  the  same  way  that 
the  federal  banks  were  taxed,  that  is,  upon  the  shares,  and  in  doing 
so  they  could  include  in  the  value  of  the  shares  the  value  of  federal 
securities.  But  as  the  Supreme  Court  pointed  out,  in  reversing  the 
decision  of  the  state  court,  this  had  not  been  done,  and  a  mere 
power  in  the  state  officials  to  do  so  cannot  change  the  facts  as  they 
were  presented  to  the  court. 

The  distinction  between  the  decision  in  the  Fairwcathcr  case  and 
the  Montana  National  Bank  case  is  indicated  in  the  opinion  of  Mr. 
Justice  Sutherland  in  the  latter  case,  wherein  he  says,  in  respect  of 
the  FairzvctJicr  decision  that 

'■  The  decision  in  no  way  atYects  the  rule  {l^an  Allen  v.  Asses- 
sors and  other  cases,  supra)  that  in  respect  of  the  taxing  of 
state  corporate  banks,  the  shares  must  be  taxed  as  they  are  in 
the  case  of  national  banks  so  far  as  necessary  to  prevent  dis- 
crimination and  that  in  neither  case  does  the  exemption  of 
Federal  securities  apply  in  the  taxation  of  such  shares." 

The  United  States  District  Court  for  Oregon  had  for  decision  the 
case  of  Brdtlicrhood  Coop.  Nat.  Bank  v.  Hurlburt,  Slieriff  and  Tax 
Collector y  which  arose  under  Section  5219.  This  case  however 
went  off  upon  the  question  of  the  sufficiency  of  the  pleadings. 
This  w'as  a  suit  brought  by  several  banks  of  Portland.  Oregon,  to 
enjoin  the  collector  of  Multnomah  County  from  collecting  taxes 
assessed  and  levied  on  the  shares  of  national  bank  stock,  for  the 
reason  that  such  ta.xes  were  in  violation  of  Section  5219.  The  col- 
lector moved  to  dismiss  the  bill  for  an  injunction,  on  the  ground 
(1)  that  it  did  not  appear  from  the  complaint  that  the  moneyed 
capital  alleged  to  be  owned  by  individual  citizens  or  invested  in 
tax-exempt  notes  and  bonds  came  into  substantial  competition  with 
national  banks,  and  (2)  that  the  court  was  without  jurisdiction,  for 
it  did  not  appear  that  the  banks  had  sought  relief  by  application  to 
the  county  or  state  authorities,  and  (3)  that  it  was  not  alleged  that 
the  complainants  had  paid,  or  tendered,  or  offered  to  pay  such  taxes 
as  may  be  legally  assessed  against  them.  The  court  overruled  the 
motion  to  dismiss. 

Another  case  affecting  banks  was  that  decided  by  the  Circuit 
Court  of  Appeals  for  the  District  of  Columbia  in  the  matter  of 
District  of  Columbia  v.  Riggs  National  Bank}'-    The  Riggs  Xat'onal 
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Bank  in  this  case  objected  to  paying  a  tax  upon  its  gross  earnings 
in  lieu  of  other  taxes  upon  its  personal  property,  to  the  extent  of  the 
tax  upon  United  States  exempt  bonds.  The  District  of  Columbia 
brought  suit  to  recover  the  amount  of  the  tax  and  it  was  held  that 
the  tax  was  illegal,  in  that  the  bonds  were  exempt.  The  District 
of  Columbia  claimed  that  the  tax  was  in  effect  a  franchise  tax  and 
valid,  but  the  court  held  in  effect  that  the  tax  amounted  to  one  on 
the  bonds  themselves.  The  court  in  that  case  cited  a  case  decided 
earlier  by  the  Supreme  Court  of  the  United  States — Xational  Life 
Insurance  Couipanx  v.  United  States}'"  which  was  decided  in  Tune 
of  1928. 

This  tax  was  one  upon  life  insurance  companies  under  the  fed- 
eral income  tax  law.  In  the  administration  of  that  law  the  Com- 
missioner of  Internal  Revenue  allowed  the  deduction  of  tax-exempt 
securities  but  did  not  also  allow  the  exemption  of  an  amount  equal 
to  four  per  centum  of  the  company's  mean  reserve  funds,  unless 
that  sum  equalled  or  exceeded  the  income  from  exempt  securities. 
The  practical  result  was  that  after  getting  the  deduction  of  four 
per  centum  for  the  reserve  funds  the  insurance  company  did  not  get 
any  deduction  for  tax-exempt  bonds,  as  one  equalled  or  was  within 
the  other.  That  meant,  of  course,  that  those  insurance  companies 
that  had  no  exempt  bonds  got  a  four  per  centum  deduction  whereas 
those  insurance  companies  that  did  have  exempt  bonds,  while  they 
also  received  the  four  per  centum  deduction,  did  not  receive  any 
exemption  from  tax,  by  reason  of  their  ownership  of  federal  bonds. 
The  court  held  this  was  wrong  and  that  in  the  administration  of  a 
law  the  bonds  must  be  first  taken  out,  and  then  the  four  per  centum 
allowed  upon  the  balance,  or  otherwise  no  credit  would  be  given 
for  the  income  from  the  exempt  bonds.  Mr.  Justice  Brandeis,  with 
whom  ]\Ir.  Justice  Stone  and  Mr.  Justice  Holmes  joined,  wrote  a 
dissenting  opinion.  The  majority  opinion  in  substance  stated  that 
the  eft'ect  of  the  statutory  computation  of  deductions  was  to  impose 
a  direct  tax  on  the  income  of  the  exempt  securities,  which  is  the 
same  thing  as  taxing  the  securities  themselves,  and  that  the  ta.x,  in 
so  far  as  it  aft'ected  federal  bonds  was  unconstitutional. 

This  case  and  the  case  of  Xortlnvestern  Mutual  Life  Insurance 
Co.  V.  Wisconsin  ^^  were  the  forerunners  of  the  decision  handed 
down  by  the  Supreme  Court  on  May  27th  of  this  year  in  Macallen 
Co.  V.  Covimonwealtli.^^ 

This  case  is  of  importance,  not  only  in  respect  of  the  franchise 
taxes  of  the  several  states,  in  the  application  of  those  laws  to  busi- 
ness corporations,  but  in  the  application  of  those  laws  to  the  taxa- 
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tion  of  state  banks  and  trust  companies,  and  indirectly,  as  to  the 
possible  et¥ect  upon  the  provisions  of  the  amendment  of  March  5th, 
1926.  to  Section  5219  of  the  Revised  Statutes. 

The  court  had  previousy  in  1927,  in  the  case  of  NortJnvcsfcrn 
Insurance  Company  v.  Wisconsin,  just  referred  to,  held  a  Wisconsin 
tax  upon  corporations  unconstitutional.  But  there  the  court  was 
dealing  with  a  tax  upon  gross  income,  and  in  so  far  as  that  tax  fell 
upon  income  from  federal  bonds  it  was  declared  unconstitutional. 
The  essence  of  the  decision  delivered  by  Mr.  Justice  McReynolds 
was  in  the  statement  that 

"Certainly  since  Gillespie  v.  Oklahoma,  2S7  U.  S.  501,  505, 
it  has  been  the  settled  doctrine  here  that  where  the  principal  is 
absolutely  immune,  no  valid  tax  can  be  laid  upon  income  aris- 
ing therefrom.  To  tax  this  would  mean  practically  to  lay  a 
burden  on  the  exempted  principal.  Accordingly,  if  the  chal- 
lenged act,  whatever  called,  really  imposes  a  direct  charge  upon 
interest  derived  from  United  States  bonds,  it  is  pro  tanto  void." 

In  this  case,  of  course,  it  was  impossible  to  escape  from  the  con- 
clusion that  the  tax  was  upon  the  income  from  exempt  bonds,  in 
that  the  tax  was  a  tax  of  three  per  centum  on  the  gross  income,  but 
when  we  come  to  the  MacaUen  case  a  diiTerent  situation  and  a  dif- 
ferent law  was  presented  to  the  court.  The  law  there  was  upon 
the  right  to  do  business  and  the  amount  of  net  income  (not  gross 
income)  was  the  measure  of  the  tax.  The  court,  as  you  all  know, 
reversed  the  Supreme  Judicial  Court  of  Massachusetts  and  held  the 
tax  unconstitutional  in  the  MacaUen  case.  This  result  was  presaged 
if  one  analyzed  closely  the  case  of  National  Life  Insurance  Com- 
pany V.  United  States}'''  I  make  this  suggestion  because,  assuming 
the  tax  be  in  effect  upon  net  income,  it  is  possible  that  it  may  not 
have  reached  actually  the  income  from  exempt  securities,  in  that 
the  other  deductions  may  have  equalled  the  amount  of  income  from 
the  exempt  securities.  But  this  process  of  reasoning  the  Supreme 
Court  had  denied  in  the  National  Life  Insurance  Company  case. 
There  the  amount  of  the  four  per  centum  deduction  for  the  reserve 
funds  of  the  insurance  companies  amounted  to  more  than  the 
amount  of  income  received  by  the  insurance  companies  from  fed- 
eral securities.  Therefore,  it  might  have  been,  and  as  a  matter  of 
fact  v\'as  argued,  that  neither  federal  securities  nor  the  income 
therefrom  were  taxed.  The  Supreme  Court  brushed  aside  this 
argument.  To  my  mind  a  close  reading  of  that  case  foreshadowed 
the  result  in  the  MacaUen  case.  It  is  true  the  National  Life  In- 
surance Company  case  involved  the  construction  of  a  statute  while 
the   MacaUen   case   directly  presented   a   constitutional    issue  —  but 
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nevertheless  the  indicia  of  the  resuh  of  the  latter  were  present  in 
the  former. 

But  let  us  analyze  the  Macallcii  case  from  a  different  aspect. 
This  is  a  franchise  tax.  It  is  imposed,  as  the  language  of  the 
Massachusetts  statute  itself  indicated,  for  the  privilege  of  doing 
business  in  corporate  form  within  the  Commonwealth  of  Massa- 
chusetts. The  tax  was  not  upon  the  assets  of  the  Macallen  com- 
pany, nor  was  it  upon  the  income.  The  income  was  merely  the 
yardstick  by  which  the  tax  was  measured. 

Some  years  back,  in  1914,  the  United  States  Supreme  Court  had 
upheld  the  right  of  the  Federal  Government  to  impose  a  tax  upon 
corporations,  for  the  privilege  of  doing  business  in  corporate  form, 
measured  by  the  net  income  of  those  corporations,  in  the  case  of 
Flint  v.  Stone  Tracy  Co}'^  Included  in  that  income  was  income 
from  municipal  and  state  bonds,  and  this  was  a  law  passed  and  in 
operation  prior  to  the  adoption  of  the  Sixteenth  Amendment  to  the 
Constitution  of  the  United  States.  If  the  Supreme  Court's  de- 
cision in  the  Macallen  case  is  a  correct  interpretation  of  the  law 
in  its  application  to  franchise  taxes,  then  it  is  a  repudiation,  as  I 
read  the  two  decisions,  of  its  conclusions  in  the  Stone  Tracy  case. 
Both  taxes  are  upon  the  privilege  of  doing  business.  In  Pollock  v. 
Farmers'  Loan  and  Trus't  Co.^^  decided  in  1895,  the  United  States 
Supreme  Court  had  denied  the  right  of  the  federal  Congress  to  im- 
pose a  tax  upon  income  of  either  corporations  or  individuals,  unless 
apportioned,  as  in  violation  of  Art.  1,  Sec.  2,  CI.  3,  and  Sec.  9, 
CI.  4,  of  the  Constitution.  If  the  imposition  of  the  tax  in  the 
Macallen  case  is  in  effect  directly  upon  the  income  from  federal 
and  state  securities,  then  the  tax  in  the  Stone  Tracy  case  would 
seem  also  to  have  been  directly  upon  the  income  of  the  corporation 
and  thus  a  violation  of  the  Constitution  of  the  United  States  as  it 
then  existed. 

Mr.  Justice  Stone,  with  whom  Justices  Brandeis  and  Holmes 
concurred,  set  out  the  argument  in  support  of  the  validity  of  the 
Massachusetts  statute  and  he  takes  the  position  that  the  case  of 
Flint  V.  Stone  Tracy  should  have  been  controlling.  He  says  in 
respect  of  that  decision 

"  Being  an  excise  the  tax  is  not  one  upon  property  or  income 
and  may  include  either  in  its  measurement  although  not 
directly  taxable." 

The  statute  in  Massachusetts  did  not  vary  greatly  from  the 
statutes  in  some  of  the  other  states  of  the  Union,  in  respect  of 
business  and  commercial  corporations,  nor  is  it  greatly  different 
from  the  law  in  New  York  in  respect  of  state  banks  and  trust  com- 
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panics  and  other  corporate  financial  institutions  and  of  national 
banks.  At  one  fell  swoop  this  decision  has  revolutionized  the 
modern  bases  of  taxation  of  industries  in  corporate  form.  I  think 
in  respect  of  corporate  taxation  it  is  as  revolutionary  as  the  de- 
cision of  the  Supreme  Court  in  Frick  v.  Pennsylvania,^^  having  to 
do  with  inheritance  taxation  of  the  several  states,  was  in  that  field. 
The  effect  is  that  if  the  court  may  find  the  effective  operation  of 
the  statute  reaches  subjects  immune  from  taxation,  regardless  of 
the  form  or  the  nomenclature  of  the  law,  then  the  law  becomes 
invalid. 

Yet  we  have  the  decisions  to  which  I  have  previously  referred, 
of  the  Des  Moines  National  Bank  v.  Faii-weather,  and  The  Mon- 
tana Nation<il  Bank  v.  Vcllowstone  Co.,  where  the  court  delib- 
erately held  that  shares  of  stock  of  national  banks  and  shares  of 
stock  of  state  banks  may  be  taxed  on  the  value  thereof  and  the 
value  thereof  may  be  measured  by  all  the  assets  of  the  state  banks 
and  national  banks,  including  municipal  and  state  and  federal  secur- 
ities. Of  course,  there  is  a  distinction  between  the  Fairweather  and 
Montana  National  Bank  cases  and  the  Macallen  case,  but  is  it  so 
practical  and  obvious  a  distinction  as  to  justify  the  result? 

It  is  quite  possible  that  the  eft'ect  of  the  Macallen  case,  from  the 
standpoint  of  revenue  to  the  several  states,  in  so  far  as  it  affects 
commercial  and  business  corporations,  may  not  be  particularly  con- 
sequential, though  I  hazard  the  statement  that  it  will  be  substantial 
in  respect  of  banking  and  financial  corporate  institutions  and  of 
insurance  companies.  But  whether  it  affects  the  revenue  of  the 
several  states  to  any  great  degree  is  not  the  issue  in  which  you  or 
I  am  interested  at  this  time,  for  what  we  are  striving  to  arrive  at 
is  the  criterion  for  the  imposition  of  taxes. 

Mr.  Justice  Sutherland  in  rendering  the  opinion  in  the  Macallen 
case  observed  that 

"  And  this  Court  must  determine  for  itself  by  independent 
inquiry  whether  the  tax  here  is  what,  in  form  and  by  the  de- 
cisions of  the  state  court,  it  is  declared  to  be,  namely,  an 
excise  tax  on  the  privilege  of  doing  business,  or,  under  the 
guise  of  that  designation,  is  in  substance  and  reality  a  tax  on 
the  income  derived  from  tax-exempt  securities.  If  by  varying 
the  forms — that  is  to  say.  if  by  using  one  name  for  a  tax  in- 
stead of  another,  or  imposing  a  tax  in  terms  upon  one  subject 
when  another  in  reality  is  aimed  at,  the  substance  and  effect 
of  the  imposition  may  be  changed,  constitutional  limitations 
upon  powers  of  taxation  would  come  to  naught.  The  rule  is 
otherwise." 
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But  did  tlie  statute  or  the  real  significance  of  the  statute  aim  at 
the  income  of  the  corporation?  Generally  speaking,  most  franchise 
taxation  upon  corporations  has  been  imposed  by  the  states,  as  con- 
tradistinguished from  the  Federal  Government,  upon  the  right  of 
the  corporation  to  function  and  do  business  in  corporate  form  within 
the  jurisdiction  of  the  taxing  state.  This  is  the  basis  of  the  modern 
rule  in  imposing  state  franchise  taxes  upon  corporations.  It  is  so 
stated  in  the  laws  under  which  the  corporations  have  been  taxed. 
While  I  recognize  that  the  name  of  the  tax  cannot  control  either 
its  effect  or  its  validity ;  that  mere  names  may  be  brushed  aside, 
and  that  substance  and  reality  alone  count  in  applying  the  test  of 
constitutional  limitations  to  statutory  enactments,  still  there  remains 
the  question,  what  is  substance  and  reality  in  so  undefined  and 
ephemeral  a  realm  as  constitutional  law.  Is  it  tested  by  the  eco- 
nomic burden,  or  the  thing  or  subject  upon  which  the  tax  falls? 
If  this  be  so,  then  it  is  idle  to  formulate  so  unconvincing  a  theory 
and  fiction  as  that  inheritance  taxes  or  death  duties  are  imposed 
upon  the  right  or  privilege  to  transmit  or  receive  property,  for  we 
all  know  that  the  burden  falls  directly  either  upon  the  property 
transferred  or  the  person  transferring  or  receiving  the  property. 
Is  that  any  more  or  less  a  fiction  than  to  say  that  franchise  taxes, 
though  they  fall  upon  income,  are  in  substance  and  reality  upon  the 
privilege  conferred  by  the  state  for  exercising  corporate  functions? 

Property  Taxks 

Property  taxes  as  a  normal  rule  are  not  now  the  subject  of  ex- 
tended litigation,  and  they  become  usually  important  only  when 
the}'  affect  interstate  commerce  or  where  the  taxes  are  obviously 
upon  subjects  without  the  taxing  jurisdiction. 

A  decision  of  interest  is  that  of  the  Supreme  Court  of  X'ermont 
in  the  case  of  Clark  v.  City  of  Burlington.-^  The  challenged  stat- 
ute in  substance  provided  that 

■'  The  Commissioner  of  Taxes  shall  advise  the  Board  of  Listers 
of  any  town  upon  request  as  to  the  appraisal  valuation  of  any 
moneyed  security;  and  in  fixing  the  appraisal  of  shares  of 
stock  .  .  .  the  same  shall  be  based  on  a  value  of  which  the 
annual  dividend  of  the  preceding  year  is  six  per  centum." 

In  other  words,  if  the  stock  paid  a  dividend  of  six  per  centum  in 
the  iireceding  calendar  year,  the  stock  was  deemed  to  have  a  value 
of  $100  per  share;  if  five  per  centum,  less  and  if  seven  per  centum, 
more  than  $100  per  share.  The  tax  was  challenged,  in  that  it  was 
arbitrary  to  say  that  a  stock  that  paid  a  dividend  of  six  per  centum 
was  worth  $100  or  one  that  paid  twelve  per  centum  was  worth  $200, 
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when  stocks  that  were  not  paying  dividends  may,  as  a  matter  of 
fact,  have  been  worth  $500  or  stocks  that  in  the  previous  year  had 
paid  twelve  per  centum  might  in  fact  be  worth  only  $100  or  even 
$90.  The  court  upheld  the  tax  as  not  an  arbitrary  or  an  unreason- 
able classification  and  that  the  law  did  not  violate  either  Chap.  1, 
Art.  9  of  the  constitution  of  the  State  of  Vermont  or  Sec.  1  of  the 
Fourteenth  Amendment  to  the  Constitution  of  the  United  States. 
The  case  was  not  carried  to  the  United  States  Supreme  Court. 

In  Carson  Petroleum  Co.  v.  Vial-^  the  United  States  Supreme 
Court  followed  what  seems  to  me  to  be  its  controlling  test  of  look- 
ing through  the  form  or  the  apparent  circumstances  and  facts  in  a 
case,  in  order  that  it  may  lay  its  finger  upon  the  realities  and  sub- 
stance, and  as  a  result  in  this  case  held  the  tax  as  applied  was 
invalid.  This  was  a  case  that  arose  in  Louisiana,  where  the  oil 
company  had  protested  against  the  imposition  of  the  ad  valorein 
property  tax  upon  the  oil  it  had  stored  at  St.  Rose  in  the  Parish  of 
St.  Charles,  Louisiana,  for  the  purposes  of  shipment  to  foreign 
countries,  which  oil  had  been  shipped  into  the  State  of  Louisiana. 
The  oil  was  not  treated  nor  changed  while  within  the  state  but  was 
deposited  without  classification  in  storage  tanks  until  quantities  of 
sufficient  size  had  accumulated,  in  order  to  load  the  ships,  and  thus 
was  brought  into  the  state  for  purposes  of  export.  The  State  of 
Louisiana  claimed  that  there  was  not  an  uninterrupted  passage  of 
the  oil  from  outside  of  the  state  to  foreign  countries,  but  that  the 
passage  was  interrupted,  and  when  the  oil  was  stored  along  with 
other  oil  in  tanks  located  therein  it  lost  its  character  as  an  inter- 
state commerce  commodity. 

Chief  Justice  Taft  delivered  the  opinion  in  this  case  and  went 
at  some  length  into  the  history  of  the  rule  applying  to  interstate 
shipments  and  the  law  in  respect  of  continuity  in  transit  of  inter- 
state shipments.  Of  course,  the  leading  case  in  respect  of  this 
matter,  and  an  old  case,  is  that  of  Co-e  r:  Errolr-  This  case  had  to 
do  with,  you  will  recall,  two  lots  of  logs,  one  of  which  w^as  cut  in 
Maine  and  floated  down  the  Androscoggin  River  on  their  way  to 
Lewiston,  Maine,  but  after  starting  on  the  trip  were  detained  for  a 
season  in  New  Hampshire,  by  low  water.  They  were  there  at  the 
time  that  the  New  Hampshire  personal  property  assessment  came 
around  and  New  Hampshire  undertook  to  impose  a  tax  thereon. 
The  United  States  Supreme  Court  held  that  they  w^ere  free  from 
local  taxation  in  New  Hampshire,  because  they  had  begun  the 
interstate  trip  and  the  cause  of  detention  was  to  be  found  in  the 
necessity  of  the  passage  and  trip  back  to  Maine  which  had  been 
held  to  be  continuous.     The  other  set  of  logs  in  the  Coe  v.  Errol 
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case  were  gathered  in  New  Hampshire,  that  is,  they  started  there 
and  were  looking  to  ultimate  transportation  to  another  state  but 
when  taxed  they  had  not  started  on  their  final  and  continuous 
journey  and  hence  were  not  in  interstate  commerce.  The  tax 
thereon  was  upheld. 

Following  the  principle  laid  down  in  the  Coc  v.  Errol  case  and 
analyzing  the  facts  in  the  Carson  Petroleum  Co.  v.  Vial  case,  the 
United  States  Supreme  Court  held  that  the  property  tax  in  Louisi- 
ana upon  the  oil  deposited  there  was  a  violation  of  the  Federal 
Constitution,  in  that  it  was  a  tax  upon  oils  in  interstate  commerce 
shipments.  The  evidence  in  this  case  indicated  that  the  orders  for 
the  shipments  of  oil  always  exceeded  the  amount  of  oil  within  the 
State  of  Louisiana,  and  that  while  there  was  a  larger  deposit  or 
accumulation  of  oil  in  the  tanks  than  was  shipped  out  at  any  time, 
this  was  necessary,  in  order  to  load  the  ships  as  soon  as  they  were 
ready  for  the  cargo.  This  case  is  directly  in  line  with  the  old  case 
of  Coe  V.  Errol  and  announced  no  new  principle,  but  merely  a  new 
application  of  quite  an  old  principle. 

Mr.  Justice  McReynolds  and  Mr.  Justice  Sandford  dissented  in 
this  case,  on  the  authority  of  the  General  Oil  Co.  v.  Grain  ^^  but 
the  majority  opinion  had  distinguished  this  case,  because  therein 
the  oil  was  classified  and  separated  into  various  amounts  and  into 
different  containers.  In  other  words,  the  tax  was  upheld  in  the 
General  Oil  Company  case  upon  the  ground  that  in  thus  separating 
the  oil  after  it  reached  ]\Iemphis.  into  various  amounts,  in  different 
containers  this  constituted  in  itself  a  local  business  done  in  Mem- 
phis, and  that  the  delivery  into  Memphis  of  the  oil  and  its  subse- 
quent shipment  made  two  separate  interstate  shipments. 

The  White  River  Lumber  Company  v.  State  case  -*  is  illustrative 
of  constitutional  questions  that  are  presented  to  the  courts  affecting 
taxes  and  the  thin  and  shadowy  line  of  demarcation  between  what 
is  constitutional  and  what  is  unconstitutional,  as  the  constitution  is 
construed  from  time  to  time  by  the  courts.  This  was  a  case  of  an 
Arkansas  statute  which  provided  that  where  there  had  been  an 
undervaluation  of  the  property  of  a  corporation  and  hence  overdue 
and  unpaid  taxes  owing  to  the  state,  the  state  might  institute  suit 
for  the  recovery  of  the  back  taxes.  There  was  no  such  provision 
for  thus  recovering  back  taxes  in  regard  to  the  property  owned  by 
individuals.  The  plaintiff,  IVIiite  River  Lumber  Company,  in  this 
case  owned  certain  lands  within  the  state  which  had  been  pre- 
viously assessed  at  a  certain  amount  and  on  which  the  company  had 
paid  its  taxes.  The  state  subsequently  claimed  that  the  property 
had  been  undervalued  and  brought  suit  to  recover  taxes  at  an  in- 
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creased  valuation.  The  Supreme  Court  of  the  state  found  in  fact 
tliat  there  had  been  an  undervaluation  of  certain  of  the  lands  and 
also  held  that  the  statute  was  not  repugnant  to  the  Fourteenth 
Amendment.  When  the  matter  was  carried  to  the  Supreme  Court 
of  the  United  States  the  contention  was  that  the  statute  was  un- 
constitutional, in  that  it  denied  equal  protection  of  the  laws,  be- 
cause the  statute  applied  to  the  property  of  corporations  and  not  to 
the  property  of  individuals  and  thus  drew  a  distinction  between 
corporations  and  individuals.  The  Supreme  Court  held  that  it  must 
be  presumed  that  there  were  reasons  for  the  distinction  and  an- 
nounced that  it  could  not  say  it  was  an  unlawful  policy  on  the  part 
of  the  state,  and  therefore  held  that  the  statute  did  not  deny  equal 
protection  of  the  laws,  in  violation  of  the  Fourteenth  Amendment 
to  the  Constitution  of  the  United  States. 

Another  case  of  ad  valorem,  that  is,  property  taxes,  is  the  case 
of  Ex  parte  Williams,-^  decided  in  May,  1928.  This  case,  while  in- 
volving a  statute  of  Nebraska  in  respect  of  the  assessment  of  rail- 
road property  by  the  State  Board  of  Equalization  went  off,  as  a 
matter  of  fact,  upon  a  question  of  procedure,  in  that  when  the 
collection  of  taxes  was  asked  to  be  enjoined,  on  the  ground  that  the 
equality  clause  of  the  Fourteenth  Amendment  was  violated  the  de- 
fendants, who  were  the  Tax  Commissioner  and  the  County  Treas- 
urers, moved  the  District  Judge  to  call  to  his  assistance  two  other 
federal  judges,  as  provided  in  Section  266  of  the  Judicial  Code  for 
the  hearing  of  cases  where  the  suit  is  to  restrain 

"  the  enforcement,  operation,  or  execution  of  any  statute  of  a 
state  by  restraining  the  action  of  any  officer  or  such  state  in 
the  enforcement  or  execution  of  such  statute,  or  in  the  enforce- 
ment or  execution  of  an  order  made  by  an  administrative  board 
or  commission  acting  under  and  pursuant  to  the  statute  of  such 
state  .  .  .  upon  the  ground  of  the  unconstitutionality  of  such 
statute." 

The  United  States  Supreme  Court  held  that  this  case  did  not  come 
within  Section  266  of  the  Judicial  Code  and  that  under  the  Act  of 
February  13th,  1925,  amending  the  Judicial  Code,  the  final  hearing 
is  not  required  to  be  before  three  judges,  unless  the  application  for 
the  interlocutory  injunction  was  required  to  be.  The  court  also 
held  that  a  case  did  not  fall  within  Section  266  unless  the  statute 
or  an  order  of  an  administrative  board  or  commission  is  challenged 
as  contrary  to  the  Federal  Constitution,  and  that  in  this  case  there 
was  no  question  as  to  the  validity  of  the  taxing  statute.  It  was  the 
assessment  which  the  railroad  challenged.  And  an  assessment  is  not 
an  order  made  by  an  administrative  board  or  commission  within  the 
meaning  of  that  section.     The  court  said : 

-5  277  U.  S.  267. 


352  XAliOXAL  TAX  ASSOCIATIOX 

■'  The  function  of  an  assessing  board  is  not  that  of  issuing 
orders.  Its  function  is  informational.  Its  duty  is  to  make 
findings  of  fact,  and  thereby  furnish  the  basis  on  wliich  other 
officials  are  to  act  in  individual  instances  in  levying  and  col- 
lecting the  taxes." 

Another  case  respecting  property  taxes  is  one  of  unusual  interest, 
I  think.  It  is  that  of  Brooke  v.  City  of  Norfolk.-^  The  facts  in 
this  case  were  substantially  as  follows:  A  woman  living  in  Mary- 
land died  leaving  property  in  trust  with  the  Safe  Deposit  and  Trust 
Co.  of  Baltimore,  Maryland,  for  the  benefit  of  a  Virginia  woman 
for  life,  with  remaining  life  estates  to  her  daughters,  and  upon  the 
death  of  the  last  survivor,  to  divide  the  principal  between  the  de- 
scendants then  living  of  the  daughters,  per  stirpes.  The  will  was 
proved  in  Maryland  and  in  1914  was  admitted  to  probate  in  the 
Corporation  Court  of  Norfolk,  as  a  foreign  will.  The  property 
held  in  trust  remained  in  Maryland  and  no  part  of  it  was  or  ever 
had  been  in  Virginia.  The  Virginia  law  in  substance  provided  that 
Mrs.  Brooke,  the  Virginia  life  beneficiary  of  the  trust,  was  not  only 
subject  to  an  income  tax  upon  the  income  she  received  in  Virginia, 
but  that  the  personal  property  tax  law  provided  for  the  imposition 
of  a  tax  upon  her,  as  though  she  owned  the  whole  of  the  property, 
in  that  she  got  the  whole  of  the  income  therefrom  and  therefore  it 
imposed  a  tax  upon  the  value  of  the  whole  trust  estate,  as  against 
her.  She  questioned  the  constitutionality  of  the  law.  claiming  that 
it  violated  the  Fourteenth  Amendment  to  the  Federal  Constitution. 
Mr.  Justice  Holmes  in  rendering  the  opinion  said : 

"  Xo  doubt  in  the  case  of  tangible  property  lying  within  the 
State  and  subject  to  a  paramount  lien  for  taxes,  the  occupant 
actually  using  it  may  be  made  personally  liable.  But  here  the 
property  is  not  within  the  State,  does  not  belong  to  the  peti- 
tioner and  is  not  within  her  possession  or  control.  The  assess- 
ment is  a  bare  proposition  to  make  the  petitioner  pay  upon  an 
interest  to  which  she  is  a  stranger.  This  cannot  be  done.'' 
The  court  cited  JVaclioz-ia  Bank  &  Trust  Co.  v.  Doiighton.-' 

The  facts  in  this  case  are  quite  narrow  but  they  open  up  for 
speculation  the  inquiry  of  whether  the  result  would  have  been  dif- 
ferent if  the  creator  of  the  trust  had  been  a  Virginia  citizen  and 
had  created  the  trust  with  a  non-resident  trustee  who  held  the 
property  outside  of  the  Commonwealth  of  \'irginia.  for  the  benefit 
of  a  Virginia  citizen  or  for  the  benefit  of  the  creator.  On  pure 
reasoning  the  result  should  be  the  same.     However,  the  \'irginia 
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Court  of  Appeals  in  Tnist  Co.  of  Xorfolk  v.  Commonwealth  -^  last 
October,  decided  the  contrary  and  held  the  trust  fund  subject  to 
tax.  This  case  has  been  carried  to  the  United  States  Supreme 
Court,  and  will  in  all  probability  be  argued  this  fall. 

Another  inquiry  that  presents  itself  is  whether  the  result  would 
have  been  different  if  the  law  had  taxed  not  the  full  value  of  the 
propert}-.  as  belonging  to  the  Virginia  life  beneficiary,  but  had 
taxed  her  commuted  value  thereof,  as  of  the  specific  dates  of  taxes, 
that  is,  her  interest  therein.  That  is  to  say,  if  she  were  a  woman, 
we  will  say,  of  forty  years  of  age,  with  the  value  of  her  life  in- 
terest at  sixty  per  centum,  could  she  have  been  taxed  on  sixty  per 
centum  of  the  full  value  of  the  trust  property  located  in  Maryland 
or  on  none  of  it?  Some  of  the  late  statutes  drawn  after  this  de- 
cision in  the  Virginia  case,  such  as  in  Maryland  and  such  as  the 
amendment  to  the  California  statute,  would  seem  to  follow  the  latter 
plan  of  taxing  the  value  of  the  life  estate  and  not  the  whole  prop- 
erty, though  the  language  of  the  statutes  may  vary  in  terminology. 
Upon  this  phase  of  the  matter  the  Supreme  Court  has  not  as  yet 
passed. 

State  Fraxchise  Taxes  and  Discrimixatioxs 

The  ubiquitous  "  due  process  of  law  '"  clause  of  the  Fourteenth 
Amendment  is  called  into  being  almost  automatically  in  challenging 
a  state  statute  upon  the  ground  of  its  unconstitutionality.  The 
Fourteenth  Amendment  was  not  adopted  until  1868.  I  know  of  no 
other  provision  of  the  constitution  having  the  due  process  of  law 
clause  therein  applying  to  states.  The  due  process  of  law  clause  in 
the  Fifth  Amendment,  it  has  generally  been  construed,  has  its  appli- 
cation to  the  Federal  Government  and  not  to  the  states.  Of  course 
there  was  Sec.  2  of  Art.  IV  of  the  Constitution,  having  to  do  with 
guaranteeing  to  the  citizens  of  each  state  all  the  privileges  and 
immunities  of  citizens  in  the  several  states,  but  it  contains  no  due 
process  of  law  clause.  Anyhow,  since  1868  the  open  sesame  to  the 
United  States  Supreme  Court  in  the  case  of  challenged  state  stat- 
utes is  the  Fourteenth  Amendment.  The  challenge  to  most  state 
statutes  having  to  do  with  franchise  taxes  upon  corporations  has 
come  under  the  cloak  of  this  amendment.  Necessarily  the  points 
involved  are  sometimes  quite  refined  and  until  the  United  States 
Supreme  Court  has  passed  upon  the  issues  raised,  they  lie  upon  the 
laps  of  the  gods. 

Take  the  state  of  facts  in  the  case  of  Xational  Leather  Companx 
V.  Massachusetts.-^  Massachusetts  imposed  an  annual  tax  on  for- 
eign corporations  "  with  respect  to  the  carrying  on  or  doing  busi- 
ness by   it  within   the    Commonwealth,"    consisting   in    part   of    an 
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amount  "  equal  to  $5.00  per  1,000  upon  the  value  of  the  corporate 
excess  employed  by  it  within  the  Commonwealth."  which  is  defined 
as  "  such  proportion  of  the  fair  cash  value  of  all  the  shares  con- 
stituting the  capital  stock  ...  as  the  value  of  the  assets,  both  real 
and  personal,  employed  in  any  business  within  the  Commonwealth 
.  .  .  bears  to  the  value  of  the  total  assets  of  the  corporation  "  with 
certain  exceptions  not  necessarily  material.  The  National  Leather 
Company,  a  Maine  corporation,  did  most  of  its  business  of  pur- 
chasing hides  and  skins,  of  having  them  tanned  by  other  companies 
and  selling  the  leather  through  the  tanners,  in  Massachusetts.  It 
operated  no  tanneries  itself.  It  carried  on  no  active  business  out- 
side of  the  State  of  Massachusetts.  Among  other  property,  it  owned 
the  entire  capital  stock,  except  a  few  qualifying  shares,  of  two 
other  corporations  which  were  also  foreign  corporations.  Its  upper 
leather  was  tanned  chiefly  by  these  two  subsidiary  corporations  and 
its  sole  leather  by  other  corporations  in  which  it  had  no  interest. 

The  Commissioner  of  Taxes  of  ^Massachusetts  exacted  a  tax  de- 
termined by  including  in  the  corporate  "  excess '"  all  the  capital 
stock  of  the  two  subsidiary  companies  owned  by  the  petitioner,  as 
part  of  the  assets  employed  by  it  in  business  within  Massachusetts, 
but  did  not  include  any  stocks  owned  by  the  National  Leather  Com- 
pany in  other  corporations  which  were  not  engaged  in  business  in 
Massachusetts. 

The  law  was  challenged  upon  the  ground  that  tlie  stock  of  the 
subsidiary  corporations  was  foreign  stock  and  therefore  had  its 
situs,  not  in  the  State  of  ^Massachusetts  but  in  the  State  of  Maine, 
where  the  National  Leather  Company  had  its  main  office  and  was 
domiciled.  It  was  argued  that  even  though  the  two  subsidiary  cor- 
jiorations  were  themselves  doing  business  in  Massachusetts,  and 
were  themselves  no  doubt  sul)ject  to  tax.  the  stock  of  these  corpora- 
tions was  not  employed  in  business  in  the  state  by  the  National 
Leather  Company.  The  stock  being  intangible  personalty  was 
therefore  in  iMaine  and  not  in  Massachusetts. 

What  was  the  decision  in  this  case?  The  Supreme  Court  upheld 
the  Massachusetts  tax.  Mr.  Justice  San  ford  in  deciding  the  case 
said : 

■'....  Looking  to  the  substance  of  the  transaction  and  not 
merely  to  form,  we  think  that  the  petitioner,  through  its  owner- 
shij)  of  the  capital  stock  of  the  two  subsidiary  corporations  and 
the  control  which  it  thereby  exercised  over  them,  did.  in  a  very 
real  and  practical  sense,  employ  these  stocks  as  an  instrumen- 
tality in  carrying  on  its  business  in  Massachusetts — to  the  ex- 
tent at  least  that  the  controlled  activities  and  property  of  the 
subsidiary  corporations  were  within  the  State." 

.Mr.  lustice  McRevnolds  dissented,  on  the  ground  that  the  result  was 
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to  tax  property  beyond  the  jurisdiction  of  Massacliusetts.  in  that  the 
tax  in  effect  was  upon  the  stock  of  foreign  corporations  which  stock 
itself  was  not  employed  within  Massachusetts  by  the  National 
Leather  Company. 

Section  181,  article  9.  of  the  Tax  Law  of  Xew  York,  chap.  62. 
Laws  of  1909.  as  amended,  imposes  on  every  foreign  corporation 
doing  business  in  that  state  a  tax  computed  upon  the  basis  of  the 
capital  stock  employed  by  it  within  the  state  during  the  first  year  it 
does  business  there,  the  amount  of  its  stock  so  employed  being  that 
proportion  of  its  total  issued  capital  stock  which  its  gross  assets 
employed  within  the  state  bear  to  its  gross  assets  wherever  em- 
ployed. In  the  case  of  stock  having  a  par  value,  the  tax  is  fixed 
at  one-eighth  of  one  per  centum  of  the  par  value  of  its  stock  so 
employed ;  for  stock  of  no  par  value  the  fee  is  six  cents  per  share. 
The  right  to  impose  a  so-called  license  tax  at  six  cents  per  share 
on  its  issue  of  no  par  common  stock  was  upheld  as  constitutional  in 
the  case  of  Xctc  York  v.  Latrobc^-'^  in  May  of  this  year.  The 
Latrobc  case  was  one  of  a  bankrupt  Delaware  corporation,  whose 
authorized  capital  stock  consisted  of  250.000  shares  without  par 
value,  all  of  which  had  been  issued  at  an  average  price  of  $2.32 
per  share.  The  value  of  its  tangible  assets  was  alleged  to  have 
equalled  only  about  $1.12  per  share  and  its  intangible  property  to 
have  had  no  value.  It  was  argued  that  the  tax  computed  on  the 
number  of  non-par  shares  at  a  flat  rate  may  bear  little  relation  to 
the  property  and  business  of  the  corporation  within  the  state,  and 
consequently  corporations  having  like  property  and  business  within 
the  state,  but  with  a  different  non-par  capitalization,  may  be  re- 
quired to  pay  different  taxes.  The  court  answered  this  argument 
with  the  observation  that  this  is  equally  true  of  corporations  having 
par  value  stock,  even  though  full  value  be  paid  on  its  issue.  Par 
value  and  actual  value  of  issued  stock  are  not  synonymous,  and 
there  is  often  a  wide  disparity  between  them.  }ilr.  Justice  Stone, 
who  rendered  the  opinion,  observed : 

'■  There  is  nothing  in  the  Constitution  whicli  requires  a  state 
to  adopt  the  best  possible  system  of  taxation." 

It  w-as  also  argued  that  the  tax  was  not  payable  until  the  corpora- 
tion had  done  business  within  the  state  for  a  year.  For  that  reason 
it  was  not  a  license  tax  for  the  privilege  of  coming  into  the  state. 
This  argument  was  answered  with  the  observation  that  the  court 
thought  the  measurement  of  such  a  tax  upon  a  foreign  corporation 
at  a  flat  rate  upon  its  corporate  stock,  either  par  or  non-par,  used 
within  the  state,  is  reasonably  related  to  the  privilege  granted  by 
the  state  and  to  the  protection  of  its  own  interest  in  the  main- 
tenance of  its  similar  policy  of  taxation  with  respect  to  domestic 
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corporations  and  so  does  not  infringe  any  constitutional  immunity 
The  court  further  said  : 

■■  Xor  is  such  a  tax  to  be  deemed  a  denial  of  equal  protection 
because  a  different  measure  or  method  of  computing  the  tax  is 
applied  to  corporations  having  non-par  stock  from  that  applied 
to  corporations  having  stock  of  par  value." 

In  other  words,  the  state  had  a  perfect  right  to  classify  for  taxation 
non-par  value  stock  differently  from  par  value  stock. 

The  case  of  Intcniatioiial  Shoe  Company  v.  Shartcl  ■•^  arose  in 
Missouri  and  is  quite  similar  to  the  New  York  v.  Latrohe  case. 

The  court  thus  upheld  the  propriety  of  a  classification  by  the 
legislature  for  purposes  of  a  license  or  franchise  tax  of  corpora- 
tions into  those  that  issued  no  par  value  stock  and  those  that  issued 
par  value  stock.  The  converse  of  this  principle,  as  to  how  far  the 
legislature  may  go  in  its  classification  before  the  classification  be- 
comes arbitrary  and  thus  impinges  upon  the  Federal  Constitution 
is  illustrated  in  the  decision  of  Quaker  City  Cab  Co.  v.  Pennsyl- 
vania:^'- decided  May  28.  1928,  by  the  United  States  Supreme  Court. 
In  this  case  a  law  of  Pennsylvania  provided  that  a  tax  be  laid  on 
the  gross  receipts  derived  by  foreign  or  domestic  corporations  from 
their  operation  of  taxicabs  in  intrastate  transportation  of  passen- 
gers, but  did  not  tax  the  like  receipts  of  individuals  and  partner- 
ships in  the  same  kind  of  business.  The  plaintiff  in  this  case  was 
a  New  Jersey  corporation,  authorized  to  do  business  in  Pennsyl- 
vania as  a  foreign  corporation  and  had  carried  on  since  1917  a 
general  taxicab  business  in  Philadelphia.  The  Supreme  Court  ob- 
served that  the  practical  operation  of  the  taxing  provision  is  to  be 
regarded  and  is  to  be  dealt  with  according  to  its  effect  and  held 
that  as  the  tax  was  not  of  a  kind  peculiarly  applicable  to  corpora- 
tions as  are  taxes  on  their  ca])ital  stock  or  franchises,  nor  a  tax 
taken  in  lieu  of  any  other  tax  or  used  as  a  measure  of  one  intended 
to  fall  elsewhere,  but  is  specifically  and  solely  a  tax  on  gross  re- 
ceipts, which  could  be  laid  on  receipts  belonging  to  natural  persons 
(faite  as  conveniently  as  on  those  of  corporations,  the  discrimination 
in  favor  of  partnerships  and  individuals  was  in  violation  of  the 
equal-protection  clause  of  the  Fourteenth  Amendment.  Mr.  Justice 
Holmes  rendered  a  dissenting  opinion,  as  did  Mr.  Justice  Brandeis 
and  Mr.  Justice  Stone. 

What  conclusion  may  be  drawn  from  the  dift'erence  in  the  de- 
cision in  the  Latrobe  case  and  in  the  Quaker  City  Cab  Company 
case?  As  I  see  the  essence  of  these  two  decisions  it  is  that  as 
between  corporations,  a  dift'erent  stock  structure  would  be  a  proper 
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basis  of  a  different  classification,  in  that  the  tax  hiw  in  tliat  in- 
stance deals  with  corporations,  and  further,  the  different  charac- 
teristics of  the  two  kinds  of  shares  are  such  justification  for  a 
dififerent  classification.  In  the  Quaker  City  Cab  Company  case, 
however,  the  essence  of  the  tax  was  upon  the  gross  receipts  and 
there  was  no  reasonable  basis  for  assuming  that  corporations 
should  be  differently  taxed  from  individuals  or  partnerships,  when 
the  basis  of  the  tax  was  the  gross  recei])ts  of  the  same  kind  of 
business.  As  I  have  indicated  above,  this  latter  decision  was  not 
without  the  dissenting  opinion  of  three  members  of  the  court.  Con- 
trast the  Quaker  City  Cab  Company  case  with  the  White  River 
Lumber  Company  case,  in  which  back  taxes  could  be  collected 
against  corporations  when  the  property  owned  by  them  has  been 
previously  undervalued,  but  where  there  is  no  such  provision  as  to 
individuals. 

The  Supreme  Court  in  Helsoii  v.  Kentucky  ''■■  denied  the  right  of 
Kentucky  to  impose  a  tax  upon  the  use  of  gasoline  in  Kentucky, 
where  the  gasoline  was  used  to  propel  a  ferry  boat  plying  betv.-een 
Kentucky  and  a  neighboring  state  for  plying  its  trade  in  interstate 
commerce.  Mr.  Justice  McReynolds,  Mr.  Justice  Holmes.  Mr.  Jus- 
tice Brandeis  and  Mr.  Justice  Stone  dissented  from  this  opinion. 
The  issue  raised  here  was  one  of  a  gasoline  tax,  not  only  upon  the 
purchase  of  gasoline  in  the  Commonwealth  of  Kentucky  but  upon 
any  person  who  shall  purchase  gasoline  without  the  state  "  and  sell 
or  distribute  or  use  the  same  within  the  State." 

The  court  held  that  any  state  law  which  directly  burdens  inter- 
state commerce  by  taxation  or  otherwise  constitutes  a  regulation 
beyond  the  power  of  the  state  under  the  Federal  Constitution. 

Another  gasoline  case  challenged  because  of  discrimination  is 
that  of  Hart  Refineries  v.  Harmon.  Treasurer  of  Montana,-^*  de- 
cided in  February,  1929.  A  Montana  statute  in  this  case  levied  an 
excise  tax  upon  distributors  and  dealers  engaged  within  the  state 
in  the  business  of  refining,  manufacturing,  producing,  or  com- 
pounding gasoline  or  distillate  and  selling  the  same  in  the  state, 
and  also  upon  those  engaged  within  the  state  in  the  business  of 
shipping,  transporting,  or  importing  any  gasoline  or  distillate  into 
the  state  and  selling  the  same  in  the  state,  after  it  had  been  brought 
to  rest  therein.  The  contention  was  made  that  the  statute  discrimi- 
nated against  the  Montana  refiner,  l>ecause  it  was  not  extended  to 
include  gasoline  or  distillate  shipped  from  other  states  and  consumed 
or  used  after  it  had  come  to  rest  in  Montana  and  its  status  in  inter- 
state commerce  had  ended.  The  Fourteenth  Amendment  was  again 
invoked.     The  Supreme  Court  had  previously  held  in  Boivman  v. 
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Continental  Oil  Cor''  that  tlie  i:sc  of  gasoline  can  be  made  the  sub- 
ject of  a  tax  as  well  as  the  sale  of  the  commodity  in  domestic  trade. 
And  in  this  case  of  Hart  Refineries  the  Supreme  Court,  in  uphold- 
ing the  Montana  statute,  held  that  because  the  legislature  could 
have  laid  a  tax  upon  the  use  of  the  commodity  as  well  as  upon  its 
sale,  failure  to  do  so  did  not  constitute  a  discrimination.  Speaking 
of  the  equal-protection  clause  of  the  Fourteenth  Amendment,  the 
court  said  at  page  502 : 

"That  clause  does  not  prohibit  classifications;  and  the  power 
of  the  state  to  classify  for  purposes  of  taxation  is  of  wide 
range  and  flexibility,  provided  the  classification  rest  upon  a 
substantial  difference  so  that  all  persons  similarly  circum- 
stanced will  be  treated  alike." 

The  court  further  said  that  the  difference  between  an  excise  tax 
based  on  soles  and  one  based  on  nse  of  property  is  obvious  and 
substantial.  If  the  state  sees  fit  to  tax  one  and  not  the  other  there 
is  nothing  in  the  Federal  Constitution  to  prevent ;  and  it  is  not  for 
the  court  to  question  the  wisdom  or  expediency  of  the  action  taken 
or  to  overturn  the  tax,  upon  the  ground  that  to  include  both  would 
have  resulted  in  a  more  equitable  distribution  of  the  burdens  of 
taxation. 

Road  Taxes 

Road  taxes  have  presented  the  question  of  the  reasonableness  of 
classification,  where  different  vehicles  are  separated  into  different 
classes  or  where  the  road  tax  may  or  may  not  interfere  with  inter- 
state commerce.  One  of  the  cases  was  decided  by  the  United 
States  Supreme  Court.  The  state  court  decision  was  that  in  the 
case  of  State  {IV is.)  v.  Railroad  CommissioU:'-^^  This  ca.se  had  to 
do  with  a  ton-mile  tax  on  all  auto  transportation  companies  which 
own  or  operate  motor  vehicles  over  fixed  routes,  or  between  fixed 
termini.  The  statute  excepted  therefrom  school  buses  or  buses 
operated  between  hotels  and  railroad  stations  for  the  benefit  of 
hotel  patrons,  as  well  as  motor  vehicles  used  to  deliver  agricultural 
products  from  the  farm  to  the  i)rimary  market  and  other  exce])- 
tions  not  necessarily  germane. 

The  Northern  Transportation  Company,  the  relator,  employing 
trucks  in  interurban  ])asscnger  service,  brought  suit  to  restrain  the 
enforcement  of  the  statute.  It  contended  that  the  statute  was  un- 
constitutional, in  that  it  was  unreasonable  in  amount  and  therefore 
took  property  without  just  compensation,  and  also  that  the  statute 
discriminated  in  an  unreasonable  and  arbitrary  manner.  The  lower 
court  dismissed  the  action.     On  appeal,  the  supreme  court  of  Wis- 
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cousin  affirmed  the  lower  court  decision  and  held  that  the  classiti- 
cation  was  a  reasonable  one  and  that  it  applied  to  all  trucks  en- 
gaged in  a  similar  business,  and  excepted  only  those  for  w^hicli 
there  appeared  a  good  reason. 

The  other  case  which  arose  under  a  Connecticut  statute  was  the 
case  of  Interstate  Buses  Corp.  v.  Blodgctt."'  This  was  decided  in 
February,  1928.  The  tax  imposed  was  one  cent  for  each  mile  of 
highway  traversed  in  the  State  of  Connecticut  by  any  motorbuses 
used  in  interstate  commerce,  the  proceeds  of  the  tax  being  devoted 
to  the  maintenance  of  the  public  highways  of  the  state.  It  was 
held  that  this  was  not  repugnant  to  the  commerce  clause  of  the 
Constitution,  was  not  unreasonable  in  amount,  nor  discriminatory 
against  interstate  commerce.  There  w^as  no  ta.x  on  buses  operating 
in  intrastate  commerce  of  one  cent  per  mile  but  there  was  a  tax 
instead  on  their  gross  receipts.  But  the  proceeds  of  both  taxes 
were  devoted  to  the  maintenance  of  state  highways.  The  Supreme 
Court  of  the  United  States  held  that  a  party  complaining  of  the 
mileage  tax  does  not  establish  discrimination  again.st  interstate 
commerce  by  showing  a  mere  difference  in  taxes,  but  must  prove 
that  in  actual  practice  the  tax  complained  of  falls  with  dispropor- 
tionate economic  weight  upon  him. 

License  Taxes,  Discrimixation 
Instances  occur  not  infrequently,  in  which  state  courts  declare 
unconstitutional  state  laws,  as  in  violation  of  the  Federal  Constitu- 
tion. Such  was  the  result  of  the  decision  in  the  North  Carolina 
courts  in  Great  Atlantie  &  Pacific  Tea  Co.  v.  Doiighton.^-^  In  this 
case  a  statute  -'^  of  North  Carolina  provided  that  any  person,  firm 
or  corporation  operating  or  maintaining  within  the  state  six  or 
more  stores  or  mercantile  establishments  under  the  same  manage- 
ment should  pay  a  license  tax  of  $50  for  each  store  or  establishment 
within  the  state.  The  supreme  court  of  Xorth  Carolina  held  this 
statute  a  violation  of  Sec.  3,  Art.  5  of  the  constitution  of  North 
Carolina,  and  of  the  Fourteenth  Amendment  to  the  Federal  Consti- 
tution. The  classification  was  held  unreasonable  and  arbitrary,  and 
the  license  tax  thus  fell. 

Another  question  raised  in  the  courts  was  whether  a  tax  upon 
imports  may  be  imposed,  after  the  imported  article  has  been  com- 
mingled with  other  articles  of  the  same  nature  in  the  state  or 
whether  the  articles  have  lost  their  distinctive  character  as  imports 
through  the  process  of  handling  and  sale  thereof.  This  was  the 
case  of  Gulf  Fisheries  Company  v.  Madnerney.*'*    A  Texas  statute 
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provided  that  no  person  shall  engage  in  the  business  of  wholesale 
dealer  in  fish,  without  procuring  a  license  from  the  Game.  Fish  and 
Oyster  Commissioner,  and  that  the  licensee  shall  pay  a  tax  of  one 
dollar  for  each  thousand  pounds  of  fish  handled  by  him.  The  fish 
in  this  case  were  caught  in  the  Gulf  of  Mexico,  were  landed  in  bulk 
by  the  fishing  boats  at  the  wharf  where  the  plaintiff  did  business. 
The  fish  were  there  unloaded,  weighed  and  washed  and  were  imme- 
diately re-iced  to  prevent  spoiling.  About  seventy-five  per  centum 
were  there  beheaded  and  gutted ;  seven  to  ten  per  centum  were 
gutted  and  gilled  w  ith  heads  on ;  the  remainder  were  left  for  sale 
without  beheading  or  removing  gills  or  entrails.  All  except  fifteen 
or  twenty  per  centum  were  sold  to  wholesale  dealers  within  the  city. 
were  put  into  barrels,  loose  with  ice,  ready  for  shipment  in  filling 
orders.  None  were  placed  in  cold-storage  plants.  All  were  shipped 
from  the  wharf  as  fast  as  re-iced,  washed,  handled  and  loaded  as 
above  stated.  Nearly  all  were  shipped  on  the  day  they  were  un- 
loaded from  the  boats.  Occasionally  some  were  held  in  the  ice 
boxes  on  the  wharf  for  more  than  forty-eight  hours.  All  were  sold 
to  wholesale  dealers.     None  were  sold  to  retailers. 

The  tax  was  laid,  not  according  to  the  weight  of  the  fish  when 
landed,  but  upon  the  fish  sold.  All  that  was  sold  had  been  handled 
as  above  stated.     None  of  it  had  remained  in  its  original  condition. 

The  Court  held 

"  All  the  fish  sold  have,  after  landing  and  before  laying  the 
tax,  been  so  acted  upon  as  to  become  part  of  the  common  prop- 
erty of  the  State.  They  have  lost  their  distinctive  character  as 
imports  and  have  become  taxable  by  the  State.'' 

Unlike  the  shipment  of  goods  in  their  original  packages  as  in  Cook 
v.  Pcnnsylvama*'^  they  had  lost  their  identity.  After  being  sub- 
jected to  the  mild  treatment  of  the  French  guillotine,  and  disem- 
boweled with  all  the  thoroughness  of  the  Spanish  Inquisition  their 
own  mothers  would  not  have  known  them.  Of  course  it  was  a 
different  article  taxed  from  that  which  was  imported,  and  I  question 
whether  anyone  here  has  any  doubt  as  to  the  correctness  and  pro- 
priety of  the  decision  of  the  United  States  Supreme  Court  in  this 
instance. 

In  the  case  of  Sprout  v.  South  Bcud,^-  an  ordinance  of  South 
Bend,  Indiana,  prohibited  the  operation  on  its  streets  of  any  motor 
buses  without  taking  out  a  license,  and  it  also  provided  that  before 
a  license  could  be  issued  the  applicant  must  take  out  liability  insur- 
ance from  a  company  within  the  state.  Sprout,  a  resident  of  In- 
diana, operated  a  bus  between  South  Bend,  Indiana,  and  the  city  of 
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Niles,  Micliigan.  lie  paid  the  registration  fee  l)ut  refused  to  apply 
for  a  city  license.  Naturally,  of  course,  the  Fourteenth  Amend- 
ment, as  well  as  the  interstate  commerce  clause  were  again  invoked 
to  protect  him.  The  Supreme  Court  upheld  the  propriety  of  re- 
quiring the  insurance,  but  held  that  the  license  fee  was  neither  an 
inspection  tax  nor  an  excise  for  the  use  of  the  streets  of  the  city, 
and  that  an  occupation  tax  must  be  imposed  solely  for  the  business 
in  intrastate  commerce.  It  was  invalid  for  it  was  not  so  solely 
imposed.  It  held  the  ordinance  void,  because  of  the  imposition  of 
a  license  tax  burdening  interstate  commerce.  There  is  implicit  in 
this  case  more  than  this  brief  reference  indicates. 

Gasoline  Sales  Tax 

A  decision  that  has  struck  me  as  regrettable  l)ut  nevertheless 
which  is  now  the  law.  is  that  of  Panhandle  Oil  Co.  v.  Knox  *^  which 
was  decided  on  May  14,  1928.  This  was  a  case  of  a  tax  imposed 
by  the  State  of  Mississippi  on  dealers  in  gasoline,  for  the  privilege 
of  selling,  and  measured  at  so  many  cents  per  gallon  of  gasoline 
sold.  The  tax  was  held  void  under  the  Federal  Constitution  as 
applied  to  sales  to  instrumentalities  of  the  United  States  such  as 
the  Coast  Guard  Fleet  and  a  Veterans'  Hospital.  The  decision  was 
that  the  substance  and  effect  is  to  tax  the  sale,  and  thus  burden  the 
United  States,  exacting  tribute  on  its  transactions,  for  the  support 
of  the  state.     'Sir.  Justice  Butler  observed  in  that  case: 

"  The  States  may  not  burden  or  interfere  with  the  exertion  of 
natural  power  or  make  it  a  source  of  revenue  to  take  the  funds 
raised  or  tax  the  means  used  for  the  performance  of  federal 
functions.  .  .  .  The  right  of  the  United  States  to  make  such 
purchases  is  derived  from  the  Constitution.  The  petitioner's 
right  to  make  sales  to  the  United  States  was  not  given  by  the 
States  and  does  not  depend  on  state  laws;  it  results  from  the 
authority  of  the  national  government  under  the  Constitution  to 
choose  its  own  means  and  sources  of  supply.  While  Mississippi 
may  impose  charges  upon  petitioner  for  the  privilege  of  carry- 
ing on  trade  that  is  subject  to  the  power  of  the  State,  it  may 
not  lay  any  tax  upon  transactions  by  which  the  United  States 
secures  the  things  desired  for  its  governmental  purposes." 

Naturally  there  were  dissenting  opinions  to  this  decision.  Mr.  Jus- 
tice Holmes,  with  whom  Mr.  Justice  Brandeis  and  Mr.  Justice  Stone 
agreed,  wrote  a  dissenting  opinion,  and  Mr.  Justice  McReynolds 
also  wrote  a  dissenting  opinion.  Mr.  Justice  Holmes  in  dissenting 
said : — 

'■  I  am  not  aware  that  the  President,  the  Members  of  Congress, 
-•sar/   U.  S.  2iS. 
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the  Judiciary  or,  to  come  nearer  to  the  case  in  hand,  the  Coast 
Guard  or  the  officials  of  the  Veterans'  Hospital,  hecause  they 
are  instrumentalities  of  government  and  cannot  function  naked 
and  unfed,  hitherto  have  been  held  entitled  to  have  their  bills 
for  food  and  clothing  cut  down  so  far  as  their  butchers  and 
tailors  have  been  taxed  on  their  sales ;  and  I  had  not  supposed 
that  the  butchers  and  tailors  could  omit  from  their  tax  returns 
all  receipts  from  the  large  class  of  customers  to  which  I  have 
referred.  The  question  of  interference  with  the  Government 
....  is  one  of  reasonableness  and  degree," — - 

and   it   seemed  to  him   that   the   interference   in  this   case   was   too 
remote. 

Mr.  Justice  McReynolds  in  rendering  his  dissenting  o])inion  ob- 
served : 

"  I  am  unable  to  think  that  every  man  who  sells  a  gallon  of 
gasoline  to  be  used  by  the  United  States  thereby  becomes  a  fed- 
eral instrumentality,  with  the  privilege  of  claiming  freedom 
from  taxation  by  the  State." 

Interstate  Shitmexts  of  Imported  Articles 

L'nder  different  statutes  while  oysters  and  shrimps  are  dealt  with 
in  one  way  under  one  law  the  shells  receive  a  different  treatment 
under  another  law.  In  foster  Packing  Co.  v.  Haydcl  ^*  the  United 
States  Supreme  Court  held  that  if  the  statute  of  Louisiana  chal- 
lenged therein  was  as  claimed  by  the  appellants,  the  effect  was  to 
obstruct  and  burden  interstate  commerce.  The  Louisiana  statute 
provided  that  no  one  might  take  and  hold,  purchase  and  sell,  except 
on  conditions,  shrimps  from  the  waters  of  Louisiana;  that  no 
shrimp  might  l)e  ship])ed  from  the  state  with  the  shells  but  that 
shrimp  without  shells  might  be  so  shipped  and  that  fertilizer  made 
from  the  shells  might  also  be  shipped.  The  statute's  expressed  pur- 
jjose  was  the  conservation  of  the  resources  of  the  state.  The  ap- 
pellants, who  were  engaged  in  catching  and  canning  shrimp,  sued 
to  enjoin  the  enforcement  of  the  statute,  on  the  ground  that  it 
violated  the  commerce  clause  of  the  Federal  Constitution.  On 
appeal  to  the  Supreme  Court  it  was  held  as  above  indicated,  that 
the  purpose  of  the  statute  was  not  to  restrain  the  shrimp  for  the  use 
of  the  people  of  Louisiana  but  was  to  favor  the  canning  of  the 
meat  and  the  manufacture  of  bran  in  Louisiana  by  withholding  raw 
or  unshelled  shrimp  from  the  Biloxi  plants.  But  by  permitting  its 
shrimp  to  be  taken  and  all  the  products  thereof  to  be  shipped  and 
sold  in  interstate  commerce,  the  state  necessarily  released  its  hold 
and,  as  to  the  shrimp  so  taken,  definitely  terminated  its  control.     Of 
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course,  tliis  case  was  unlike  the  case  of  Cccr  v.  CoiiiiccHciit  "'^ 
wherein  the  United  States  Supreme  Court  had  upheld  legislation  in 
Connecticut  forbidding  the  killing  or  possession  of  birds,  such  as 
woodcock,  ruffed  grouse  or  quail,  for  transportation  to  other  states, 
although  allowing  the  killing,  transportation  and  sale  thereof  within 
her  borders.  The  distinction  can  be  seen.  In  the  Geer  case  the 
purpose  was  to  conserve  the  natural  resources  or  the  ferae  naturae 
of  the  state  for  the  inhabitants  of  the  state.  Mr.  Justice  McRey- 
nolds  dissented. 

The  State  of  Louisiana  had  no  objection  to  the  shii)ment  of 
shrimp  to  other  states,  after  they  had  been  shelled.  Practically  the 
same  point  was  involved  in  Johnson  v.  Haydel,^''  except  that  it  re- 
ferred to  oysters  instead  of  shrimp. 

A  Maryland  statute  provided  that  those  who  bought  oysters  and 
prepared  them  for  market  at  a  fixed  place,  should  take  out  a  license, 
in  the  form  of  a  contract,  which  should  provide  for  the  payment 
of  a  certain  sum.  and  that  the  licensee  should  turn  over  to  the  state 
a  percentage  in  kind  of  the  shells  of  the  oysters  shucked  during  the 
year,  to  be  removed  on  a  certain  date,  or  pay  the  equivalent  in 
money.  The  statute  was  challenged  in  the  case  of  Leonard  v. 
E.arl^'  decided  in  May  of  this  year,  upon  the  ground  that  it  inter- 
fered with  interstate  commerce;  that  the  company  was  denied  equal 
protection  of  the  laws  by  requiring  the  oyster  packers  to  agree,  as 
a  condition  to  obtaining  a  license,  to  turn  over  ten  per  centum  of 
the  shells  to  the  state,  and  that  they  were  deprived  of  property  with- 
out due  process  of  law  in  violation  of  the  Fourteenth  Amendment 
by  being  required  to  store  the  shells  for  a  limited  time.  The  Su- 
preme Court  of  the  United  States  held  that  the  Constitution  of  the 
United  States  had  not  been  violated  at  all ;  that  this  was  a  pure 
license  tax ;  the  business  was  local  in  character ;  it  had  no  partic- 
ular connection  with  interstate  commerce ;  the  classification  was 
reasonable,  and  the  requirements  of  storage  were  neither  oppres- 
sive nor  arbitrary. 

St.\te  Death  Duties  or  Inheritance  Taxes 

Leaving  the  cases  involving  the  questions  of  violations  of  the 
interstate  commerce  clause  and  those  involving  the  immunity  and 
privilege,  as  well  as  the  due  process  of  law  clauses  of  the  Constitu- 
tion, in  respect  of  franchise,  license,  and  property  taxes,  we  come 
now^  to  a  consideration  of  inheritance  taxes  or  death  duties  imposed 
by  the  states  and  whether  or  not,  in  the  two  cases  I  have  selected 
for  illustration,   because   of  their   apparent   importance,  the   Four- 
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teenth  Amendment  to  the  Federal  Constitution  was  violated  by  the 
death  duty  laws  of  Connecticut  in  the  one  instance  and  of  the  State 
of  Xew  York  in  the  other. 

The  Connecticut  case  arose  in  the  matter  of  Blodgcti  v.  Silber- 
mann  '^^  and  was  an  appeal  by  the  State  of  Connecticut  from  a  de- 
cision of  its  highest  court,  which  had  held  the  Connecticut  statute 
unconstitutional,  in  so  far  as  it  undertook  to  impose  its  death  duties 
upon  the  property  owned  by  a  decedent  of  Connecticut,  which  con- 
sisted, among  other  assets,  of  (1)  bonds  and  treasury  certificates  of 
the  United  States  located  in  New  York;  (2)  a  small  savings  bank 
account  in  New  York;  (3)  a  small  amount  of  bills  and  coin  in  a 
deposit  box  in  New  York.  A  cross-appeal  was  filed  by  the  estate, 
in  respect  of  the  tax  upon  an  interest  in  a  limited  partnership  organ- 
ized and  doing  business  in  New  York. 

The  Supreme  Court  of  Errors  of  Connecticut  held,  first,  that  the 
interest  of  the  decedent  in  the  partnership  was  a  chose  in  action 
and  intangible  and  the  transfer  thereof  was  subject  to  the  tax  im- 
posed by  the  state,  and  second,  that  the  bonds  and  certificates  of  the 
United  States  were  tangible  property  having  a  situs  in  New  York 
and  were  not  within  the  taxing  jurisdiction  of  Connecticut. 

The  Supreme  Court  of  the  United  States  concurred  in  the  de- 
cision of  the  Supreme  Court  of  Errors  in  respect  of  the  right  of 
Connecticut  to  tax  the  partnership  interest  as  a  debt  owing  to  him 
or  a  chose  in  action  or,  in  other  words,  as  intangible  property  hav- 
ing its  situs,  for  purposes  of  inheritance  taxation,  at  the  domicile 
of  the  decedent,  applying  the  doctrine  of  tnobilia  scquuntiir  per- 
sonam. In  respect  of  the  bonds  and  certificates  of  federal  obliga- 
tions the  Supreme  Court  reversed  the  Court  of  Errors  and  held 
that  the  bonds  were  not  such  specialties  as  to  have  taken  on  all  the 
characteristics  of  tangible  personalty  and  thus  be  subject  to  having 
a  situs  of  their  own,  distinct  from  that  of  the  owners  thereof.  The 
bonds,  therefore,  were  held  subject  to  the  tax.  The  savings  bank 
account,  which  was  in  New  York,  was  held  to  be  a  chose  in  action 
and  was  properly  treated  as  intangible  pro]ierty,  subject  to  the 
Connecticut  inheritance  tax. 

However,  as  to  the  small  amount  of  actual  cash  in  notes  and 
coin  in  a  safe-deposit  box  in  Xew  York,  the  Supreme  Court  of  the 
United  States  agreed  with  the  Court  of  Errors  and  held  it  not  tax- 
able in  Connecticut,  stating  that  it  thought  that  money 

"  so  definitely  fixed  and  separated  in  its  actual  situs  from  the 
person  of  the  owner  as  this  was  is  tangible  property  and  cannot 
be  distinguished  from  the  paintings  and  furniture  in  the  Frick 
case  " 

was  taxable  only  in  the  jurisdiction  in  which  they  were  located. 
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The  New  York  case,  which  invoked  the  protection  of  the  Four- 
teenth Amendment  of  the  Federal  Constitution,  was  Salomon  v. 
State  Tax  Commission  ^^  and  was  known  in  the  New  York  courts 
as  the  Matter  of  Hecht.  Tliis  involved  the  question  of  a  peculiar 
New  York  statute.  I  say  peculiar,  because  it  existed  up  to  the  time 
of  the  decision  in  no  other  state.  This  statute  provided  that  where 
there  was  property  transferred  in  trust,  with  the  remainders  over  to 
contingent  remaindermen,  who  could  be  determined  only  upon  the 
death  of  the  life  tenant  or  at  some  subsequent  time,  the  transfer 
should  be  taxed,  first,  as  to  the  value  of  the  life  estate,  which  tax 
was  presently  payable,  and  then  the  whole  value  of  the  property 
transferred  was  taxed,  without  taking  into  consideration  the  value 
of  the  life  estate  which  had  already  been  taxed.  The  tax  upon  the 
remainder,  that  is,  upon  the  full  value  of  the  property  left  by  the 
decedent  so  transferred,  undiminished  by  the  life  estate,  was  not 
required  to  be  paid  into  tlie  treasury  of  the  State  of  New  York  but 
was  required  to  be  deposited  with  the  State  Tax  Commission,  the 
income  therefrom,  or  if  deposited  in  cash  the  interest  thereon, 
being  payable  to  the  life  tenant  during  the  period  of  his  life,  and 
the  whole  tax  to  be  fixed  later,  at  the  time  of  the  falling  in  of  the 
life  estate.  In  addition  to  that,  the  amount  to  be  deposited  to 
secure  the  ultimate  payment  of  the  tax  was  computed  at  the  highest 
rate  possible.  If  ultimately  the  property  went  to  lineal  descendants 
the  tax  was  fixed  at  a  lower  rate  and  in  a  smaller  amount  than  if 
the  property  went  eventually  to  strangers  to  the  blood. 

The  statute  was  defended  by  the  state  upon  historical  grounds, 
and  upon  the  ground  that  the  purpose  of  the  state  was  to  prevent 
the  escape  of  taxes  by  long  lapses  of  time,  and  also  to  prevent  the 
loss  of  the  use  of  the  money  to  the  state  during  the  period  that  the 
payment  of  the  tax  was  suspended  (as  had  been  the  case  under 
prior  laws),  the  argument  being  that  the  amount  of  the  tax  secured 
by  the  assessment  upon  the  property  undiminished  by  the  value  of 
the  life  estate  merely  compensated  the  state  for  the  loss  of  the  use 
of  the  money  during  the  period  of  the  life  of  the  life  tenant.  The 
arguments  advanced  by  those  testing  the  validity  of  the  statute 
were,  among  others,  first  that  the  statute  undertook  to  legislate  a 
fact,  in  that  it  definitely  fixed  the  value  of  property  as  of  the  date 
of  death  of  the  decedent,  at  a  value  in  excess  of  its  actual  value, 
because  the  value  of  the  property  transferred  was  taxed  plus  the 
added  value  of  the  life  estate  therein.  The  second  argument  ad- 
vanced against  it,  and  a  defensive  argument,  was  that  the  statute 
did  not  take  into  consideration  the  uncertainties  of  life,  and  that 
equality  could  only  be  obtained  between  the  state  and  the  estate,  in 
respect  of  the  loss  or  use  of  the  money,  by  the  life  tenant  living 
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out  to  a  moment,  that  span  fixed  in  the  mortality  tables,  by  which 
the  tax  had  been  calculated.  The  uncertainties  of  life,  of  course, 
make  this  impossible.  A  person  dying  one  day.  leaving  property 
in  trust,  with  contingent  remainders,  would  be  subjected  to  a  tax 
upon  the  value  of  the  life  estate  and  a  deposit  for  the  remainder. 
Yet  the  next  day  the  life  tenant  might  die  and  the  full  tax  would 
be  exacted  by  the  State  of  New  York,  without  any  loss  of  the  use 
thereof  at  all.  Of  course,  if  the  beneficiary  outlived  his  expec- 
tancy the  state  would  be  the  loser. 

Another  objection  made  to  the  statute  was  that  it  arbitrarily  dis- 
criminated between  contingent  remaindermen  and  vested  remain- 
dermen, when  there  was  no  basis  for  such  a  classification,  and  that 
the  statute  even  discriminated  between  contingent  remaindermen 
when  they  had  been  arbitrarily  placed  in  the  same  classification. 
The  Court  of  Appeals  of  New  York  upheld  the  legality  of  the  tax 
without  an  opinion.  The  Supreme  Court  of  the  United  States  sus- 
tained the  Court  of  Appeals  of  New  York.  With  respect  to  the 
powers  of  the  state,  in  the  field  of  death-duty  legislation,  this  case 
is  important  and  significant. 

Fei)ER.-\l  Estate  and  Income  Taxes 

The  United  States  Supreme  Court  in  Ithaca  I'nis.'  Coiipaiiy  v. 
United  States  ^"^  decided  that  a  trust  created  by  will,  for  the  benefit 
of  the  decedent's  wife  for  life,  with  the  remainders  to  charity,  but 
providing  that  she  might  have  authority  to  use  from  the  principal, 
as  well  as  any  income,  any  sum  "  that  may  be  necessary  to  suitably 
maintain  her  in  as  much  comfort  as  she  now  enjoys  '"  did  not 
render  the  bequest  to  charity  uncertain  and  thus  held  that  it  was 
exempt  from  tax.  The  widow  died  before  the  tax  was  actually 
assessed.  The  estate  c'aimed  that  the  amount  of  tax  imposed  upon 
the  bequest  should  be  calculated  upon  the  period  of  the  life  of  the 
widow  from  the  date  of  death  of  the  testator  to  the  time  the  life 
tenant  died  and  not  from  the  date  of  the  death  of  the  testator  to 
the  prospective  death  of  the  widow  according  to  the  mortality 
tables.  The  Supreme  Court  held  that  the  use  of  the  mortality  tables 
was  proper  and  the  situation  as  it  existed  at  the  moment  of  the 
death  of  the  testator  was  the  basis  of  the  imposition  of  the  tax.  It 
was  decided  also  that  there  were  sufticient  funds  in  tlie  estate  to 
l:eep  the  widow  in  such  comfort  as  she  had  been  theretofore  enjoy- 
ing out  of  the  income  and  that  the  remainder  was  proi)erly  exempt 
from  the  tax.  This  decision,  in  resi)ect  of  the  use  of  the  morta'ity 
tables  for  the  calculation  of  the  taxable  life  estate,  is  in  accordance 
with  state  decisions  having  to  do  with  state  inheritance  taxes,  but  it 
is  the  first  time  that  the  federal  statute  has  been  construed  in  this 
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reference.     The  decision  of  the  Supreme  Court  in  tlie  latter  propo- 
sition seems  also  correct. 

A  decision  that  struck  many  of  the  students  of  inheritance  taxa- 
tion with  surprise  was  the  decision  of  the  United  States  Supreme 
Court  in  Cluisc  Notional  Bank  v.  Umlcd  States,^^  decided  in  Jan- 
uary of  this  year.  This  was  a  suit  brought  by  the  Chase  National 
Bank  as  executor,  against  the  United  States,  in  the  Court  of  Claims, 
bringing  in  issue  the  right  of  the  Federal  Congress  to  impose  a 
federal  estate  tax  upon  insurance  taken  out  upon  the  life  of  the 
decedent  and  made  payable  to  specifically  named  beneficiaries  in 
excess  of  the  $40,000  exemption  provided  for  in  the  statute.  The 
questions  raised  were  certified  to  the  Supreme  Court  of  the  United 
States  by  the  Court  of  Claims.     The  questions  were,  first, 

"  Whether  the  tax  imposed  by  the  final  clause  of  Section 
402(f)  of  the  Revenue  Act  of  1921  (42  Stat.  278)  on  life- 
insurance  policies  payable  in  terms  to  beneficiaries  '  other  than 
the  decedent  or  his  estate  '  is  a  direct  tax  on  property  and 
void  because  not  apportioned.'' 

The  second  question  was 

"  Whether  the  $9146.76  tax  imposed  bears  such  an  unreason- 
able relation  to  the  subject  matter  of  the  tax  as  to  render  it 
void." 

When  the  case  reached  the  United  States  Supreme  Court  it  was 
argued  that  as  the  insured  reserved  the  right  to  change  the  bene- 
ficiaries, he  had  in  effect  a  power  to  revoke  the  insurance  and  make 
it  payable,  even  up  to  the  moment  of  his  death,  to  his  estate,  and 
in  effect  therefore  his  property  right  therein  ceased,  as  of  the 
moment  of  his  death,  and  this  cessation  of  the  right  was  a  proper 
occasion  for  an  excise  by  the  Federal  Congress.  The  court  held 
that  the  tax  was  not  a  direct  tax  and  that  the  imposition  thereof 
bore  a  reasonable  relation  to  the  subject  matter  of  the  tax. 

Under  the  federal  estate-tax  laws  the  beneficiary  of  the  insur- 
ance policy  pays  the  tax.  While  it  is  in  the  primary  instance  paid 
by  the  executor,  the  statute  gives  the  executor  or  estate  the  right  of 
recoupment  and  reimbursement  from  the  beneficiary.  The  amount 
of  the  tax  that  may  be  recouped  by  the  estate  is  that  proportion  of 
the  tax  paid  upon  the  insurance  policy,  in  the  ratio  that  the  insur- 
ance policy  bears  to  the  total  estate,  including  the  policy.  A  tax- 
able estate  of  $2,000,000,  including  an  insurance  policy  of  $100,000, 
would  pay  a  tax,  at  the  graduated  rates,  of  $133,500.  Therefore, 
the  amount  of  the  tax  to  be  paid  by  the  insured  would  be  one- 
twentieth  or  $6675,  w'hereas,  if  the  beneficiary  had  been  taxed  upon 
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what  he  received,  the  tax,  without  any  exemption,  would  be  at  the 
most  $1500.  It  was  argued,  therefore,  that  the  tax  bore  no  reason- 
able relation  to  the  amount  of  money  received  by  the  beneficiary. 
The  court  decided,  however,  that  it  was  reasonable  and  that  the 
basis  of  the  tax  was  the  transfer  by  the  decedent,  even  though  the 
transfer  in  form  was  by  the  insurer. 

The  case  apparently  turned  upon  the  ground  that  the  policies 
were  subject  to  revocation.  This  will  be  indicated  by  a  case  de- 
cided at  the  same  time,  that  of  Reinecke  v.  Northern  Trust  Com- 
pany.^'- However,  the  Supreme  Court  had  for  decision,  some  time 
back,  the  case  of  Lczvcllyn  v.  Frick.^^  This  case  arose  tmder  the 
1918  Act  and,  notwithstanding  some  of  the  insurance  policies  were 
subject  to  change  of  beneficiary  by  the  insured,  the  statute  was  held 
inapplicable.  In  the  Frick  case  the  policies  were  taken  out  prior 
to  the  enactment  of  the  1918  Act,  while  in  the  Chaise  National  Bank 
case  they  were  taken  out  after  the  enactment  of  the  Act.  If  the 
principle  laid  down  by  the  United  States  Supreme  Court  in  the 
Chase  National  Bank  case  is  that  if  there  be  a  power  of  revocation 
reserved  to  the  decedent  in  any  property,  that  property  passes  only 
at  his  death,  in  that  a  general  power  is  equal  to  the  fee  itself,  then 
the  court  has,  in  effect,  reversed  the  decision  in  Lewellyn  v.  Frick 
without  saying  so.  It  is  true  the  Lexvcllyn  v.  Frick  case  went  off 
on  the  ground  that  the  statute  was  not  retroactive  in  terms,  but  if 
the  decedent  owned  the  insurance  policies  in  the  Frick  case  to  the 
moment  of  his  death,  it  would  seem  that  no  question  of  the  retro- 
activity of  the  statute  was  involved,  because  the  property  passed  at 
the  time  of  death  and  death  occurred  during  the  pendency  of  the 
1918  Act,  which  did  tax  insurance  policies  upon  the  life  of  a  dece- 
dent at  the  time  of  the  death  of  the  insured.  Nor  did  the  court  in 
the  Chase  National  Bank  case  refer  to  the  decision  of  Jones  v. 
Clifton,^^  w^herein  it  had  itself  held  that  a  power  to  revoke  did  not 
affect  or  prevent  a  valid  transfer  of  the  property  and  that  upon  the 
bankruptcy  of  the  insured,  after  a  transfer  of  the  insurance  policies 
to  his  wife,  the  same  were  free  from  attack  by  the  creditors  of  the 
bankrupt. 

The  reservation  of  the  right  to  change  the  beneficiaries  is  usually 
written  in  all  insurance  policies.  It  normally  is  a  part  of  policies, 
and  is  written  in  the  policies,  to  take  care  of  the  changing  family 
conditions,  new  l)irths  in  the  family,  deaths,  or  otherwise,  and  it 
has  no  purpose,  normally  speaking,  of  safeguarding  an  intention  of 
the  insured  to  take  back  to  himself  at  some  time  the  asset,  payable 
otherwise  only  at  the  time  of  his  death. 
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But  in  addition  to  this  there  seem  objections  to  this  decision. 
The  federal  estate  tax  is  a  tax  upon  the  transfer  of  property  by  a 
decedent.  It  is  measured  by  the  value  of  the  property  transferred. 
It  is  meant  to  be  an  impost  or  excise  upon  the  wealth  of  the  dece- 
dent. We  know  that  at  the  moment  prior  to  the  death  of  an  in- 
sured, his  wealth  may  not  be  measured  by  the  face  value  of  the 
policy  of  insurance.  His  wealth  is  only  the  loan  or  surrender  value 
of  that  policv.  and  that  value,  and  only  that  value,  may  be  trans- 
ferred at  the  moment  of  his  death  by  him.  The  difference  between 
that  value  and  the  face  value  of  the  policy  is  not  the  property  of 
the  insured  but  is  the  property  of  the  insurer  subject  to  his  contract 
to  pay  it  to  the  beneficiary,  upon  the  occasion  of  the  death  of  the 
insured.  This  would  seem,  as  a  matter  of  logic,  clearly  so,  if  the 
policv  be  irrevocable. 

However,  the  United  States  Supreme  Court  has  taken  a  different 
view,  but  not  without  some  dissenting  opinions.  Mr.  Justice  Butler 
and  Mr.  Justice  Sutherland  dissented  and  Mr.  Justice  McReynolds 
concurred  only  in  the  result  of  the  majority  decision. 

But  when  we  come  to  the  case  of  Rcinecke  v.  Northern  Trust 
Companv,  supra,  we  have  a  more  certain  and  definite  indication  oi 
the  trend  of  the  mind  of  the  Supreme  Court,  in  the  application  of 
the  general  rules  of  law  in  respect  of  trusts  and  powers,  to  death- 
duty  legislation. 

In  this  case  there  were  seven  trusts  involved.  One  was  made  in 
1903.  another  in  1910,  both  of  which  therefore  were  prior  to  the 
enactment  of  any  federal  estate  tax  act.  Both  reserved  a  full  power 
to  revoke  and  both  reserved  the  income  to  the  grantor.  Normally 
speaking,  it  might  have  been  held  that  this  transfer  was  one  to  take 
effect  in  possession  at  or  after  death,  within  the  purview  of  the 
federal  estate  tax  act,  in  that  there  was  a  reservation  of  the  usufruct 
of  the  property  transferred,  for  the  benefit  of  the  transferror.  But 
the  Supreme  Court  in  Nichols  v.  Coolidgc '"'^  had  already  held  that 
even  if  the  transfer  were  one  intended  to  take  effect  in  possession 
or  enjoyment  at  or  after  death,  it  nevertheless  was  not  subject  to  the 
federal' estate  tax.  if  created  prior  to  the  enactment  of  the  act  im- 
posing the  tax  and.  a  foriiori.  prior  to  the  enactment  of  any  federal 
estate  tax  act.  But  in  this  case  the  court  said  that  as  the  trans- 
ferror had  reserved  the  power  to  revoke,  he  had  reserved  the  equiv- 
alent of  the  fee,  and  therefore  upon  his  death  there  was  a  cessation 
of  ownership,  which  was  properly  an  excisable  occasion. 

This  decision  was  to  some  extent  a  corollary  of  a  decision  ren- 
dered by  the  Supreme  Court  in  Saltonstall  v.  Saltons.'all  ^^  wherein 
a  tax  imposed  under  a  ^las^achusetts  statute  had  been  upheld  as  one 
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intended  to  take  effect  in  possession  at  or  after  death,  where  the 
grantor  reserved  the  power  to  revoke,  but  with  the  consent  of  one 
or  more  of  the  trustees.  The  ^Massachusetts  statute  however  was  a 
tax  upon  the  right  to  receive,  and  it  necessarily  follows  that  as  the 
right  to  receive  or  the  receipt  could  not  have  been  fully  and  inde- 
feasibly  vested  until  the  moment  of  the  death  of  the  grantor  or  until 
the  termination  of  the  right  of  revocation,  the  tax  was  properly 
laid.  But  the  federal  estate  tax  is  not  one  upon  the  right  to  receive. 
It  is  upon  the  transfer.  The  property  had  been  transferred  many 
years  prior  to  the  death  of  the  decedent.  A  power,  generally  speak- 
ing, is  not  property.  It  may  not  be  transferred  nor  willed  nor 
alienated  nor  may  it  descend.  It  is  inherent  in  the  owner  of  the 
power  and  no  one  else.  Standing  by  itself  it  is  not  property.  That 
it  is  not  property  and  upon  the  cessation  thereof  is  not  subject  to  a 
death  duty  has  been  held  time  and  time  again  by  the  state  courts. 
The  New  York  courts  have  held  this  principle  to  be  true  repeatedly. 
However,  the  New  York  courts  did  hold  in  the  Matter  of  Sclimid- 
hipp  "~  that  where  there  was  a  reservation  of  the  income,  as  well  as 
the  power  to  revoke,  the  tax  law  in  existence  at  the  time  of  the 
death  of  the  grantor  of  the  trust  was  the  law  that  should  be  applied. 

The  holding  of  the  Supreme  Court  in  the  Reineckc  case,  that  a 
power  to  revoke  reserved  to  a  transferror  renders  the  property 
transferred  subject  to  tax,  as  a  part  of  his  estate,  in  the  case  in  suit, 
was  not  at  variance  with  the  New  York  decision  in  the  Schmidlapp 
case,  and  if  the  Supreme  Court  had  not  gone  further  in  its  reason- 
ing, in  all  probability  there  might  not  have  been  so  much  wonder 
at  the  results  arrived  at  by  the  decision. 

There  were  five  other  trusts  in  this  case,  one  of  which  could  be 
revoked  by  the  grantor,  with  the  consent  of  the  beneficiary  and  a 
majority  of  his  four  children  and  his  wife.  The  four  other  trusts 
were  each  for  the  benefit  of  a  child  and  could  be  revoked  by  the 
grantor  but  upon  the  consent  only  of  the  beneficiary.  These  trusts 
were  created  after  the  enactment  of  the  federal  estate  tax  acts. 
The  Supreme  Court  held  that  these  were  not  taxable  because  the 
power  to  take  back  to  himself  the  i)roperty  transferred  did  not  lie 
wholly  in  the  transferror.  It  differentiated  the  Saltonstall  case, 
upon  the  ground  that  the  Saltonstall  case  involved  tax  upon  the 
right  to  receive  or  upon  the  recipients  of  property  at  death,  whereas 
the  federal  estate  tax  is  one  upon  the  right  to  transmit  or  upon  the 
transferror  of  the  property.  VV'hile  it  may  not  have  been  seized 
indefeasibly  in  fee  in  the  recipient  imder  a  legacy  or  an  inheritance 
tax,  it  nevertheless  under  an  estate  or  transfer  tax  was  beyond  the 
power  of  the  transferror  to  recall  if  it  were  necessary  to  secure  the 
consent  of  someone  else.     So  much  for  the  inheritance  tax  cases. 
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We  come  tinallv  to  a  consideration  of  the  cases  affecting  the  fed- 
eral income  tax  laws.  There  have  been  a  number  of  these  cases  ni 
the  Supreme  Court  within  the  past  year,  some  affecting  the  sub- 
stantive law,  others  matters  of  procedure,  and  even  others  the  ques- 
tion solelv  of  when  interest  upon  refunds  begins  to  run  or  whether 
agreements  of  compromise  and  settlement  made  by  the  taxpayer 
with  the  commissioner  are  binding,  when  the  law  does  not  give  the 
commissioner  the  power  to  enter  into  compromise  agreements,  ex- 
cept upon  the  advice  or  with  the  consent  of  the  Secretary  ot  the 
Treasurv. 

I  shall  refer  to  onlv  one  or  two  of  these  cases,  the  decision  ot  the 
Supreme  Court  in  ifnitcd  States  v.  BoS.'on  &  Maine  Railroad  Co."'' 
and  a  collateral  case  decided  at  the  same  time  of  Old  Colony  Trust 
Companx  v.  Commissioner:'''  The  first  of  these  cases  came  up  from 
the  District  Court  of  :\Iassachusetts  and  the  latter  from  the  Board 
of  Tax  Appeals,  through  the  Circuit  Court  of  Appeals  for  the  First 

Circuit. 

In  the  Boston  &  Maine  Railroad  Company  case  the  question  was 
whether  a  guaranteed  rental  of  a  railroad,  together  with  a  payment 
of  the  taxes  to  be  imposed  thereon,  was.  to  the  extent  of  the  taxes 
imposed  upon  the  income  received  by  the  leased  railroad,  additional 
income  in  itself  subject  to  tax.  This  question  had  been  mooted  ever 
since  the  enactment  of  the  income-tax  laws.  The  court  held  that 
the  tax  to  be  paid  upon  the  rental  was  a  part  of  the  rental  and 
therefore  in  itself  subject  to  tax. 

The  Old  Colonx  Trust  Company  case  involved  the  same  prniciple 
of  law  but  in  a  different  application.  This  was  a  question  of 
whether  the  tax  paid  to  the  Federal  Government  by  a  corporation, 
upon  the  salary  it  paid  to  its  president,  was  additional  income  to  the 
president.  The  United  States  Supreme  Court  held  it  was.  When 
this  case  first  came  up  for  argument  in  the  United  States  Supreme 
Court,  the  question  was  raised  as  to  whether  the  United  States 
Supreme  Court  could  entertain  a  case  that  arose  in  the  Board  of 
Tax  Appeals.  The  case  was  set  down  again  for  argument  and 
counsel  were  requested  to  write  a  brief  to  this  point.  A  committee 
of  the  American  Bar  Association  filed  a  brief  amici.  in  support  of 
the  right  of  appeal  in  cases  originating  in  the  United  States  Board 
of  Tax  Appeals.  The  court  held,  which  is  not  uninteresting  to  the 
practitioners  in  the  United  States  Board  of  Tax  Appeals,  that  the 
term  "  case  or  controversy."'  as  used  in  the  provisions  of  Article  III 
of  the  Federal  Constitution  limiting  the  judicial  power  of  courts 
established  under  the  Constitution,  embraces  proceedings  in  the 
Circuit  Court  of  Appeals,  under  the  Revenue  Act  of  1926.  for  re- 
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view  of  decisions  of  the  Board  of  Tax  Appeals.  Mr.  Justice 
jNIcReynolds  dissented  in  this  case,  on  the  ground  that  the  Board  of 
Tax  Appeals  belongs  to  the  executive  department  of  Government 
and  performs  administrative  functions,  assessment  of  taxes  in  an 
appeal,  and  therefore  the  Circuit  Court  of  Appeals  was  without 
jurisdiction  to  entertain  the  case. 

Another  decision  of  the  Supreme  Court  of  the  United  States  was 
that  of  Taft  v.  Bowcrs.^'^  In  this  case  Section  202  of  the  Revenue 
Act  of  1921  prescribed  that  the  basis  for  estimating  taxable  gain, 
when  one  disposes  of  property  acquired  by  gift,  shall  be  the  cost 
price  or  the  1913  value  thereof,  if  acquired  prior  thereto,  to  the 
donor  of  the  gift  or  to  such  person  prior  thereto  who  obtained  the 
property  not  by  gift.  The  United  States  District  Court  for  the 
southern  district  of  New  York  decided  that  the  law  was  unconsti- 
tutional in  that  "  B  ",  the  donee  of  the  gift,  could  not  be  taxed  upon 
the  appreciation  of  the  property  given,  while  it  was  in  the  hands 
of  the  donor,  and  that  in  computing  gain  or  loss  upon  the  subsequent 
sale  or  exchange  of  the  property  could  be  charged  only  with  the 
value  thereof  as  of  the  date  of  acquisition.  The  United  States 
Circuit  Court  of  Appeals  for  the  second  circuit  reversed  this  court, 
the  court  dividing,  two  in  favor  of  reversal  and  one  in  favor  of 
sustaining  the  position  Judge  Knox  had  taken  in  the  lower  court. 
The  case  was  then  carried  to  the  United  States  Supreme  Court.  It 
was  argued  in  the  spring  of  1928  and  then,  upon  suggestion  of  the 
Supreme  Court,  was  set  down  for  re-argument  in  October  of  1928. 
Eight  Justices  sat.  Chief  Justice  Taft  took  no  part  in  the  consid- 
eration of  this  case.  The  court  decided  that  the  provision  of  the 
law  was  constitutional.  Mr.  Justice  McReynolds  who  rendered  the 
opinion  set  out  the  basis  of  the  decision  in  the  following  language 
at  page  482 : 

■■  If,  instead  of  giving  the  stock  to  petitioner,  the  donee  had 
sold  it  at  market  value,  the  excess  over  the  capital  he  invested 
(cost)  would  have  been  income  therefrom  and  subject  to  taxa- 
tion under  the  Sixteenth  Amendment.  He  would  have  been 
obliged  to  share  the  realized  gain  with  the  United  States.  He 
held  the  stock — the  investment — subject  to  the  right  of  the  sov- 
ereign to  take  part  of  any  increase  in  its  value  when  separated 
through  sale  or  conversion  and  reduced  to  his  possession. 
Could  he,  contrary  to  the  express  will  of  Congress,  by  mere 
gift  enable  another  to  hold  this  stock  free  from  such  right, 
deprive  the  sovereign  of  the  possibility  of  taxing  the  apprecia- 
tion when  actually  severed,  and  convert  the  entire  property  into 
a  capital  asset  of  the  donee,  who  invested  nothing,  as  though 
the  latter  had  purchased  at  the  market  price  ?    And  after  a  still 
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further  enhancement  of  the  property,  could  the  donee  make  a 
second  gift  with  like  effect,  etc.?     We  think  not."" 

The  pith  of  the  decision  is  in  the  following  language : 

■'  In  truth  the  stock  represented  only  a  single  investment  of 
capital — that  made  by  the  donor.  And  when  through  sale  or 
conversion  the  increase  was  separated  therefrom,  it  became  in- 
come from  that  investment  in  the  hands  of  the  recipient  subject 
to  taxation  according  to  the  very  words  of  the  Sixteenth 
Amendment.  By  requiring  the  recipient  of  the  entire  increase 
to  pay  a  part  into  the  public  treasury.  Congress  deprived  her 
of  no  right  and  subjected  her  to  no  hardship.  She  accepted  the 
gift  with  knowledge  of  the  statute  and,  as  to  the  property  re- 
ceived, voluntarily  assumed  the  position  of  her  donor."' 

The  court  also,  of  course,  observed  that  the  statute  under  consid- 
eration seemed  entirely  appropriate  for  enforcing  a  general  scheme 
of  lawful  taxation.  To  prevent  the  escape  of  taxes  and  to  insure 
enforcement  of  its  proper  policy.  Congress  had  power  to  require 
that  for  purposes  of  taxation  the  donee  should  accept  the  position 
of  the  donor,  in  respect  of  the  thing  received  and  therefore  the  law 
w'as  not  a  violation  of  the  Fifth  Amendment  to  the  Constitution  of 
the  United  States. 

The  lower  federal  court  has  held  in  Bunn  v.  Willcuts''''^  that 
profits  made  upon  the  sale  of  bonds  issued  by  municipal  corpora- 
tions of  Minnesota  were  not  subject  to  the  federal  income  tax.  in 
that  they  were  income  and  that  to  impose  a  tax  thereon  was  an 
undue  restriction  of  the  state's  inviolable  rights.  This  case  has 
been  argued  in  the  Circuit  Court  of  Appeals  for  the  Eighth  Circuit, 
but  no  decision  has  as  yet  been  handed  down  by  that  court. •'- 

Three  cases  taking  up  the  question  of  procedure  and  not  so  much 
the  substantive  questions  of  law  are.  first,  the  case  of  Botany 
Worsted  Mills  v.  United  StatcsS''-^  In  this  case  an  additional  tax 
was  sought  to  be  imposed  upon  the  Botany  Worsted  Mills,  upon  an 
audit  of  its  books  by  the  Government.  After  much  correspondence 
and  numerous  conferences  with  subordinate  officials  of  the  internal 
revenue  bureau,  an  amended  return,  based  upon  the  figures  agreed 
upon  in  the  conferences,  was  filed  by  the  taxpayer  and  an  addi- 
tional assessment  made,  upon  the  basis  of  the  amended  return.  The 
Secretary  of  the  Treasury  did  not  consent  to  this  settlement  and  no 
opinion  of  the  solicitor  of  internal  revenue  was  filed  in  the  office  of 
the  commissioner.     The  taxpayer  paid  the  additional  tax  and  then 

"1  29  Fed.  (ad)   132. 

®-  Since  preparing  this,  the  newspapers  report  that  the  C.  C.  A.  affirmed 
this  decision  Sept.  16,  1929. 
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sought  to  recover  part  of  it  back.  The  Government  set  up  as  a 
defense  that  it  had  entered  into  a  firm  and  binding  agreement  with 
the  corporation  and  that  the  corporation  should  be  held  to  this 
agreement.  The  United  States  Supreme  Court  held  that  an  agree- 
ment with  the  United  States  could  not  be  binding,  unless  it  was  an 
agreement  made  in  conformity  with  the  statutes  in  that  behalf  made 
and  provided,  and  that  the  only  section  of  the  law^  granting  permis- 
sion to  the  commissioner  to  compromise  any  civil  or  criminal  case 
arising  under  the  internal  revenue  laws  was  Section  3229,  and  that 
section  provided  that  he  might  do  so  "  only  with  the  advice  and 
consent  of  the  Secretary  of  the  Treasury."  The  Secretary  of  the 
Treasury  did  not  agree  with  nor  enter  into  this  compromise  and 
hence  it  was  not  binding  upon  either  party. 

The  case  of  Russell  v.  United  States '^'"^  brought  up  the  question 
of  whether  the  Government,  under  the  1924  Act,  could  collect  a  tax 
which  it  had  properly  assessed  before  June  2nd,  1924.  and  within 
the  period  applicable  to  the  assessment  of  taxes,  and  could  have 
collected  the  tax  after  June  2nd.  1924,  up  to  a  certain  period,  but 
which  was  not  collected  until  after  the  expiration  of  this  period; 
and  the  further  question  of  whether  the  Government  was  automati- 
cally given  an  extension  of  six  years,  by  virtue  of  the  provisions 
of  Section  278  of  the  1924  Act,  in  which  to  collect  the  tax.  The 
court  held  not.  The  time  to  collect  the  tax  expired  on  June  12th, 
1924.  It  was  not  attempted  to  be  collected  prior  to  that  date.  When 
it  was  collected  after  that  date,  which  said  date,  by  the  statute  of 
limitations,  barred  the  collection  thereof,  the  United  States  took  the 
money  improperly  and  the  Supreme  Court  held  it  should  be  re- 
funded. 

Another  case  affecting  procedure  or  the  right  of  the  Government 
to  collect,  notwithstanding  the  bar  of  the  statute  of  limitations,  was 
the  case  of  the  United  States  v.  John  Earth  Company  and  the  United 
States  Fidelity  &  Guaranty  Company.'^^  This  case  was  decided  in 
May  of  this  year.  The  suit  was  brought  by  the  United  States  in 
the  eastern  district  of  Wisconsin  against  the  Barth  Company  and 
against  the  United  States  Fidelity  &  Guaranty  Company,  a  Mary- 
land corporation.  The  subject  matter  of  the  suit  was  the  amount 
of  recovery  due  on  a  bond  in  the  sum  of  $60,000,  whereby  the  Barth 
comi)any  and  the  Guaranty  company  had  jointly  and  severally 
bound  themselves  to  pay  to  the  United  States  the  sum  therein 
named,  under  certain  circumstances  and  conditions. 

In  June,  1919,  the  commissioner  assessed  an  income  and  profits 
tax  against  the  Barth  company,  for  the  year  1918.  in  the  sum  of 
Tp])roximatcly  $126,000.     Of  this  sum.  the  company  paid  approxi- 
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mately  $74,000,  and  on  Septemlier  15th.  1919,  and  March  17,  1925, 
it  filed  claims  for  the  abatement  of  the  remaining  sum  of  approxi- 
mately $39,000.  Tlie  Barth  company,  as  principal,  and  the  United 
States  Fidelity  &  Guaranty  Co.  as  surety,  in  consideration  of  the 
United  States' refraining  from  and  suspending  the  collection  of  the 
taxes  thus  outstanding  against  the  Barth  company,  for  the  year 
1918,  pending  consideration  and  adjudication  of  the  foregomg 
claims  for  abatement,  executed  and  delivered  a  bond  on  September 
20th,  1919,  binding  them  to  pay  on  notice  and  demand  by  the  col- 
lector any  part  of  such  tax  found  by  the  commissioner  to  be  due. 
The  commissioner  considered  the  claim  in  1926,  allowed  it.  m  the 
sum  of  about  $10,000.  and  rejected  it.  in  the  sum  of  $29,000.  The 
Barth  company  was  notified  that  payment  of  the  tax  as  determined 
with  interest  was  requested  by  the  Government  but  the  company 
refused  to  pay.  In  August.  1926.  the  Guaranty  company  was  noti- 
fied of  the  rejection  of  the  abatement  claims  in  the  sum  above  stated, 
but  that  company  also  refused  payment.  Suit  was  authorized  l)y  the 
Commissioner  of  Internal  Revenue. 

To  the  petition  in  this  suit  the  two  companies  demurred,  for  the 
reason  that  the  action  was  not  commenced  within  the  time  Imiited 
by  law,  which  time  was  prescribed  by  Section  250(d)  of  the  Rev- 
enue Acts  of  1918  and  1921.  etc.  The  district  court  sustained  the 
demurrer,  and  the  United  States  elected  to  stand  on  its  complaint 
and  judgment  was  entered  dismissing  the  complaint.  The  case  was 
then  carried  to  the  United  States  circuit  court  of  appeals,  which 
court  affirmed  the  judgment  of  the  district  court. 

The  Supreme  Court  of  the  United  States  reversed  both  the  lower 
courts.    The  Supreme  Court  said  in  the  course  of  its  decision : 

"  The  making  of  the  bond  gives  the  United  States  a  cause  of 
action  separate  and  distinct  from  an  action  to  collect  taxes 
which  it  already  had.  The  statutes  now  pleaded  to  bar  the  suit 
cannot  be  extended  by  implication  to  a  suit  upon  a  subsequent 
and  substituted  contract.  The  postponement  of  the  collection 
of  the  taxes  returned  was  a  waiver  of  the  statutory  limitation 
of  five  years  that  would  have  applied  had  the  voluntary  return 
of  the  taxpayer  stood  and  no  bond  been  given.  If  there  is  any 
limitation  applicable  to  a  suit  on  the  bond,  it  is  conceded  that 
it  has  not  yet  become  effective." 

The  court  also  further  said: 

"  To  avoid  the  result  usually  ensuing  from  the  return  which 
he  himself  made,  the  taxpayer  was  permitted  by  a  bond  tem- 
porarily to  postpone  the  collection  and  to  substitute  for  his  tax 
liability  his  contract  under  the  bond.  The  object  of  the  bond 
was  not  only  to  prevent  the  immediate  collection  of  the  tax,  but 
also  to  prevent  the  running  of  time  against  the  government. 
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The  taxpayer  has  obtained  his  object  by  the  use  of  the  bond, 
and  he  should  not  object  to  making  good  the  contract  by  which 
he  obtained  the  delay  he  sought." 

This  case  differs  from  the  Russell  case,  as  well  as  the  cases  de- 
cided prior  to  the  Russell  case,  of  Bmvers  v.  Nezv  York  &  Albany 
Lighterage  Co.^^  and  Bowers  v.  Seainan.^'  In  those  cases,  while 
the  assessment  had  been  made  within  the  period  provided  in  the 
statute  for  assessment  and  collection  had  not  been  made  within  that 
period,  nevertheless  no  bond  had  been  given.  As  I  construe  the 
decision  in  the  Earth  case  it  turns  not  upon  the  question  of  the 
statute  of  limitations  applying  to  the  collection  of  taxes,  but  upon 
the  making  of  a  new  contract  between  the  taxpayer  and  the  Gov- 
ernment, w^hich  contract,  at  the  time  of  the  institution  of  the  suit 
by  the  Government  had  not  been  barred  by  any  statute  of  limita- 
tions applicable  thereto. 

Retro.\ctive  Taxes 

Most  of  you  are  familiar  with  the  decision  of  the  United  States 
Supreme  Court  in  the  case  of  Untcnneyer  v.  Andcrson.^^  This 
was  a  gift-tax  case  and  differs  in  its  application  from  the  decision 
in  Blodgett  v.  Holden  ^^  and  McNeir  v.  Anderson  "^  in  that  the 
gifts  made  in  the  latter  two  cases  were  made  in  1924,  prior  to  the 
time  of  the  introduction  in  Congress  of  the  bill  undertaking  to  im- 
pose a  tax  upon  gifts  in':cr  vivos.  The  act  was  not  passed  until 
June  2nd,  1924.  In  the  Untcrmcycr  case  the  gift  was  made  on 
May  23,  1924.  which  was  some  three  months  after  the  provisions 
imposing  the  tax  were  first  presented  to  Congress  and  was  made 
while  the  conferences  on  the  bill  were  pending.  The  report  went 
to  the  Senate  on  May  22nd,  1924,  and  three  days  thereafter  the  bill 
had  been  passed  by  both  houses.  The  president  approved  the  bill 
on  June  2nd,  1924.  In  other  words,  while  the  revenue  bill  had 
been  passed  by  both  branches  of  Congress  and  was  pending  in  Con- 
gress, and  even  after  the  report  of  the  conference  in  respect  of  this 
part  of  the  bill  had  been  sent  back  to  the  Senate,  and  three  days 
before  the  bill  was  passed  by  both  Houses,  the  transfer  was  made. 
The  Supreme  Court  held,  six  to  three,  that  the  law  was  unconstitu- 
tional, when  applied  to  transfers  made  prior  to  the  enactment  of  the 
Act.  ]Mr.  Justice  Holmes,  Air.  Justice  Brandeis  and  Mr.  Justice 
Stone  dissented. 

««  2  73  U.  S.  346. 
«'273  U.  S.  346. 

68  276  U.  S.  441. 

69  275  U.  S.  142. 
■0  275  U.  S.  577. 


THE  COUKIS  AM)    lAXATlOX  177 

This  case  is  in  keeping  witli  the  case  i)reviously  referred  to  of 
Nichols  V.  Coolidgc,  where  an  inheritance  tax  was  held  unconstitu- 
tional, when  sought  to  he  applied  to  a  transfer  irrevocably  made 
prior  to  the  enactment  of  any  federal  estate  tax  act.  It  is  in  line 
also  with  the  decisions  in  the  state  courts  and  particularly  that  in 
the  leading  case  of  Matter  of  PcU.'^ 

I  think  therefore  it  may  be  quite  detinitely  laid  down  that  a  grad- 
uated excise  imposed  retroactively  upon  an  event  or  a  happening  is 
unconstitutional,  whether  imposed  by  a  state  or  the  federal  Congress. 

COXCLUSIOX 

What  lessons  may  be  drawn  or  criteria  formulated  from  these 
decisions?  Practically  all  of  them,  with  some  few  exceptions,  are 
cases  affecting  and  involving  the  Federal  Constitution.  With  one 
or  two  exceptions  they  are  all  cases  decided  by  the  United  States 
Supreme  Court. 

There  is  one  gleam  of  light — illumining  our  jurisprudence — shin- 
ing through  all  the  cases,  by  which  we  may  recognize  the  shades 
and  shadows  of  the  distinctions  drawn.  That  light  reveals  in  high 
and  clear  relief  the  definite  and  unmistakable  purpose  of  the  court 
to  ignore  mere  form  and  names,  and  to  apply  its  acid  test  of  reality 
and  substance.  When  it  can  be  shown  or  readily  perceived  that  the 
purpose  of  the  tax  law,  or  its  operation  upon  the  substance  of  the 
thing  sought  to  be  subjected  to  governmental  imposts,  is  directly,  in 
economic  result,  a  burden  upon  forbidden  objects,  or  contravenes 
the  limitations  of  constitutional  permission,  then  the  statute  is  de- 
clared repugnant  to  our  organic  law,  and  is  void. 

The  state  may  believe  a  tax  one  upon  property,  or  upon  the  exer- 
cise of  rights  and  privileges  within  its  jurisdiction,  but  if  the  impost 
burdens  the  transaction  of  interstate  commerce,  or  seeks  to  spread 
its  net  over  property  or  rights  without  the  state's  jurisdiction,  the 
law  falls.  The  court  will  search  not  for  names  nor  mere  form,  but 
for  the  thing  burdened — regardless  of  the  cloak  of  phraseology  cov- 
ering it — and  if  the  burden,  or  the  object  of  the  tax  law,  be  upon 
fruit  forbidden  by  the  Constitution  to  be  gathered  in  support  of 
government,  or  be  exacted  in  form  and  manner  prohibited,  then  the 
court  will  find  the  law  repugnant  to  and  in  violation  of  the  Consti- 
tution. Always,  always,  the  statute,  in  the  sphere  of  constitutional 
law  is  judged  and  tested  by  the  realities,  the  substance  of  its  pur- 
pose and  resultant  operation. 

All  of  this  means  only  the  construction  of  words.  I  do  not  mean 
only  the  words  of  a  statute  but  of  the  Constitution,  and  who  is  to 
say  what  signfiicance  those  words  may  have  at  any  given  time? 
Under  our  machinery  of  government  we  have  lodged  the  ultimate 
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and  last  say  with  the  United  States  Supreme  Court.  Its  decisions 
are  final.  They  may  not  be  ignored,  and  as  Abraham  Lincoln  said 
upon  the  occasion  of  the  decision  in  the  Dred  Scott  case,  if  they 
are  sought  to  be  changed  it  may  be  done  only  by  changing  the  per- 
sonnel of  the  court.  Words  mean  one  thing  to  one  set  of  people 
and  another  thing  to  another.  They  have  different  significations,  in 
the  manner  in  which  they  are  used  and  the  thought  may  be  deduced 
only  from  the  context  or  their  usage.  Talleyrand,  I  believe  it  was, 
who  said  that  words  are  employed  to  conceal,  not  to  reveal,  thought. 
There  has  been  attributed  to  Mr.  Justice  Holmes  the  observation 
that 

"  A  word  is  not  a  crystal,  transparent  and  unchanged;  it  is  the 
skin  of  a  living  thought  and  may  vary  greatly  in  color  and 
content  according  to  the  circumstances  and  the  time  in  which 
it  is  used."  "- 

I  am  not  positive,  when  it  comes  to  the  interpretation,  refined 
and  difficult  as  it  is,  of  the  significance  of  the  language  used  in  the 
Constitution  of  the  United  States,  when  a  law  is  challenged  as  re- 
pugnant thereto,  but  that  under  our  system  Lewis  Carroll,  in  his 
illustration  of  the  use  of  words,  has  not  the  real  right  of  the  matter. 

You  will  recall  that  when  Alice  objected  that  the  word  "  glory  " 
did  not  mean  a  "  nice  knock-down  argument  ",  Humpty  Dumpty 
scornfully  replied,  "  When  I  use  a  word  it  means  just  what  I 
choose  it  to  mean — neither  more  nor  less."  "  But  the  question  is," 
said  Alice,  "  whether  you  can  make  a  word  mean  so  many  things." 
"  The  question  is,"  said  Humj^y  Dumpty,  "  which  is  to  be  the  mas- 
ter— that's  all." 

In  the  province  of  jurisprudence  in  the  United  States  we  have 
settled  upon  the  master,  and  regardless  of  what  signification  we 
may  attribute  or  attach  to  laws,  the  meaning  in  the  end,  is  what  the 
United  States  Supreme  Court  says  it  is — "  neither  more  nor  less." 

Ch.\irmax  IIolcomb;  We  need  more  time.  It  is  quite  evident 
that  this  subject  is  most  interesting. 

We  have  planned  to  follow  this  with  a  review  of,  or  a  brief  refer- 
ence to,  certain  cases  which  the  Supreme  Court  failed  to  decide  at 
their  last  session,  which  were  ap])arently  so  difiicult  that  they  had  to 
adjourn  the  term  without  deciding  them.  It  occurred  to  me  there 
mu.st  be  something  very  interesting  or  entertaining  in  cases  that 
the  Supreme  Court  was  unab'e  to  decide,  one  of  which  they  had 
held  for  a  year  attempting  to  decide.  I  thought  that  if  we  could 
get  somebody  to  describe  them  we  could  ponder  over  them  at  our 

'■-Electric  Reduction  Comjianj-  t.  I.ewellyn,  1 1  Fed.  (2d)  49,?;  citing 
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convenience,  and  that  it  somebody  would  merely  tell  us  what  they 
are  about,  it  would  help. 

The  first  was  IVhcdcr  Lumber  &  Bridge  Co)\ipan\  v.  United 
States,  and  the  allied  case  of  the  Indian  Motor  Cycle  Company. 
I  will  refer  you  to  the  numbers  of  those  cases  so  you  may  look  them 
up  if  you  want  to.  They  are  Xos.  571  and  576  of  the  Supreme 
Court,  October  Term,  1928.  Air.  K.  C.  Alford,  special  assistant  to 
the  Secretary  of  the  Treasury,  is  very  much  interested  in  this  con- 
ference and  had  planned  to  come,  but  I  had  a  telegram  from  him 
saying  he  would  be  unable  to  do  so;  anyway,  we  have  this  evidence 
that  he  is  interested  in  our  work. 

On  the  other  side  we  have  one  of  the  attorneys  for  one  of  the 
companies  interested,  Mr.  J.  S.  Y.  Ivins  of  the  District  of  Columbia 
bar,  who  will  give  us  some  insight  as  to  what  is  the  matter  with 
these  cases. 

Philip  Zoercher  (Indiana)  :  Are  these  cases  i)ending? 

Chairman  Holcomb:  Yes,  undecided. 

Philip  Zoercher:  Would  it  be  proper  to  discuss  cases  that  are 
pending?     We  might  get  into  contempt  of  court. 

Chairman  Holcomb  :  I  guess  we  can  take  a  chance  on  that. 

J.  S.  Y.  Ivins  (District  of  Columbia)  :  I  think  Mr.  Bradford  has 
made  it  pretty  plain  that  it  is  going  to  be  difficult  to  predict  in  any 
case  which  way  the  Supreme  Court  is  going  to  decide.  One  thing 
that  court  does  is  to  reserve  the  right  to  change  its  mind.  It  changed 
its  mind  in  these  cases.  The  questions  were  certified  by  the  Court 
of  Claims,  and  the  Supreme  Court  rendered  a  decision  to  the  effect 
that  it  had  no  jurisdction,  and  sent  the  cases  back  to  the  Court  of 
Claims. 

A  week  later,  having  taken  jurisdcition  under  very  similar  cir- 
cumstances in  the  Old  Colony  Trust  Company  case,  the  Court  re- 
called its  decisions  and  put  the  cases  back  on  the  calendar.  It  was 
then  too  late  for  them  to  be  heard  in  the  spring,  so  they  have  to  go 
over  until  fall.    The  problems  involved  in  the  cases  are  very  simple. 

In  the  Indian  Motorcycle  case  the  question  is  whether  the  federal 
excise  tax  on  the  sale  of  automobiles  and  motorcycles  applies  when 
the  manufacturer  sells  a  motorcycle  to  a  municipality.  In  the 
Wheeler  Lumber  case  the  question  is  whether  the  transportation  tax 
applies  when  lumber  was  shipped  to  a  municipality  for  the  con- 
struction of  a  bridge. 

It  would  seem  under  the  Panhandle  case,  decided  last  year,  where 
the  Supreme  Court  held  that  a  state  could  not  impose  a  gasoline  tax 
on  the  gasoline  sold  to  the  United  States,  the  converse  also  ought 
to  be  true.  The  Government  was  prepared  when  these  cases  came 
up  before,   and  the   Supreme   Court  refused  to   hear  them  on  the 
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merits,  to  admit  that  it  could  not  distinguish  the  Panhandle  case. 
Its  purpose  was  to  ask  the  Supreme  Court  to  modify  the  views  ex- 
pressed in  the  Panhandle  case. 

So,  that  is  what  w^e  are  going  to  have  in  the  fall.  It  will  be  an 
argument  really  that  will  go  back  to  the  essence  of  the  Panhandle 
case  all  over  again ;  and,  as  Mr.  Bradford  has  shown  you,  the  de- 
cision will  not  necessarily  be  controlled  by  what  the  court  has  said 
before. 

Chairman  Holcomd:  The  next  case  of  interest  is  No.  39  on  that 
calendar.  I  think  that  must  have  been  argued  about  a  year  and  a 
half  ago.     Wasn't  it.  Mr.  Lyon? 

J.  Frazer  Lyox  (South  Carolina)  :  November,  1928. 

Chairman  Holcomb:  The  object  of  this  little  discussion  is  not 
to  deal  with  the  merits  but  to  let  us  know  what  the  case  is  about. 
It  is  of  interest  to  know  why  there  can  be  a  case  involving  such 
difficulty.  That  was  the  point  of  discussing  these  cases.  Commis- 
sioner Lyon  of  South  Carolina,  who  argued  that  case,  is  with  us. 

J.  Frazer  Lyon  (South  Carolina)  :  Mr.  Chairman:  Francis  Beid- 
ler,  a  resident  of  Illinois,  died  leaving  an  estate  in  South  Carolina. 
The  estate  in  South  Carolina  consisted  in  part  of  a  debt  evidenced 
only  by  an  open  book  account  which  was  owing  by  a  small  Soutli 
Carolina  corporation.  The  corporation,  prior  to  the  death  of  Mr. 
Beidler,  had  declared  dividends  on  stock  held  by  Mr.  Beidler  which 
dividends  remained  unpaid  at  the  time  of  death.  The  South  Caro- 
lina corporation  (Santee  River  Cypress  Lumber  Company)  owned 
no  property  and  did  no  business  outside  of  South  Carolina,  its  prop- 
erties consisting  of  large  areas  of  timber  lapds. 

Prior  to  the  death  of  Mr.  Beidler,  who  with  his  wife  and  two 
children  owned  the  entire  stock  of  the  Santee  River  Cypress  Lum- 
ber Company,  the  corporation  entered  into  a  written  contract  with 
Brooklyn  Cooperage  Company,  a  non-resident  corporation,  by  which 
it  sold  to  the  latter  corporation  a  large  amount  of  standing  timber. 
Payments  on  the  timber  were  to  be  made  in  installments  extending 
over  a  period  of  twenty  years.  The  contract  with  the  Brooklyn 
Cooperage  Company  was  underwritten  and  guaranteed  by  the  Amer- 
ican Sugar  Refining  Company,  another  non-resident  corporation. 
Both  Brooklyn  Cooperage  and  American  Sugar  Refining  Company 
owned  large  properties  in  states  other  than  South  Carolina. 

The  Tax  Commission  assessed  the  inheritance  tax  on  account  of 
the  debt  owed  by  the  Santee  River  Cypress  Lumber  Company  to 
Mr.  Beidler.  as  well  as  upon  the  dividends  declared  but  unpaid  at 
the  date  of  death. 

The  Supreme  Court  of  South  Carolina  sustained  the  assessment 
and  after  construing  the  statute,  held  in  conformity  with  the  ruling" 
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of  the  United  States  Supreme  Court  in  the  case  of  Blackstone  v. 
Miller,  188  U.  S..  page  189.  that :  "  Power  over  the  person  of  a 
debtor  confers  jurisdiction  we  repeat,  and  this  being  so.  we  per- 
ceive no  better  reason  for  denying  the  right  of  New  York  to  impose 
the  succession  tax  on  debts  owed  by  its  citizens  than  upon  tangible 
chattels  found  within  the  State  at  the  time  of  the  death."  The  case 
was  appealed  to  the  United  States  Supreme  Court  by  the  executors 
and  reversal  of  the  state  court  was  asked  upon  the  ground  that 
inasmuch  as  the  debt  and  the  dividend  owed  by  the  Santee  River 
Cypress  Lumber  Company  to  Mr.  Beidler  could  be  collected  from 
the  Brooklyn  Cooperage  Company  and  the  American  Sugar  Refin- 
ing Company  by  attachment,  garnishment  or  other  appropriate  pro- 
ceedings in  a  number  of  states  other  than  South  Carolina,  it  was 
unnecessary  to  invoke  the  laws  of  South  Carolina  to  secure  the 
payment  of  the  debt  to  the  executors,  and  that  therefore  South 
Carolina  had  no  jurisdiction  to  lay  the  inheritance  tax,  either  upon 
the  debt  or  upon  the  dividends. 

An  examination  of  the  Blacksionc  v.  Miller  case  will  show  that 
the  Supreme  Court  held  that  jurisdiction  over  the  debtor  confers 
jurisdiction  to  impose  such  a  tax.  That  case,  however,  uses  other 
expressions  to  fortify  the  conclusions  reached  therein.  Among 
them  was  an  expression  that  it  was  necessary  to  resort  to  the  taxing 
state  (New  York)  to  enforce  payment  of  the  debt  in  that  case. 

So  to  state  the  controversy  in  a  nutshell,  South  Carolina  asserts 
that  it  has  jurisdiction  over  the  debtor;  that  the  debt  is  subject  to 
administration  in  South  Carolina  and  payment  thereof,  as  well  as 
the  tax,  may  be  compelled  in  South  Carolina.  The  executors  con- 
tend that  it  is  not  necessary  to  resort  to  the  laws  of  South  Carolina 
to  collect  the  debt  in  that,  by  attachment,  garnishment  or  other  ap- 
propriate proceedings  it  may  be  collected  in  a  number  of  other  states 
and.  therefore.  South  Carolina  has  not  jurisdiction  to  tax  the  in- 
heritance. 

The  case  was  argued  before  the  Supreme  Court  in  November, 
1928,  and  we  await  the  decision  with  much  interest. 

If  it  should  be  decided  that  South  Carolina  has  not  jurisdiction 
to  lay  the  tax  in  this  case,  because  the  debt  may  be  collected  in  a 
number  of  other  states,  then  the  logical  conclusion  must  be  that  if 
any  one  of  the  other  states  in  which  the  debt  and  the  dividend  may 
be  collected  should  attempt  to  collect  an  inheritance  tax  thereon, 
the  objection  could  be  successfully  interposed  that  such  other  state 
had  not  jurisdiction  because  the  debt  could  be  collected  in  a  number 
of  other  states. 

Chairman  Holcomb:  In  tlie  next  cases,  529  and  530  on  that 
same  calendar,  we  have  the  defendant  with  us.  \\'e  will  now  hear 
from  Comptroller  Riley,  who  is  the  defendant  in  these  proceedings. 
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Ray  L.  Riley  (California)  :  Mr.  Chairman  and  ]\Iembers  of  the 
Conference:  I  will  make  a  very  brief  statement  of  the  two  cases 
against  the  Controller  of  the  state.  This  is  the  so-called  gasoline 
tax  case.  It  is  a  proceeding  instituted  by  thirty  or  forty  motor- 
vehicle  operators  in  the  United  States  District  Court  to  restrain  the 
State  Controller  from  disbursing  taxes  collected  under  the  Motor 
V^ehicle  Fuel  Act.  The  contention  upon  which  chief  emphasis  is 
placed  is  that  the  state  law  contravenes  that  provision  in  the  Fed- 
eral Aid  Act  and  in  the  Federal  Highway  Act  prohibiting  expen- 
diture of  federal  aid  moneys  on  state  roads  not  free  from  tolls.  In 
other  words,  it  is  claimed  that  our  gasoline  tax  is  in  reality  a  toll 
paid  by  every  operator  of  a  motor  vehicle  for  the  privilege  of  using 
the  state  roads. 

The  only  other  federal  question  presented  is  whether  the  state 
law  is,  as  alleged  by  the  complainants,  violative  of  the  due-process 
clause,  in  that  the  distributor  holds  the  alleged  collections  from  the 
operators  for  forty-five  days  before  accounting  to  the  state.  It  is 
also  claimed  that  due  process  is  denied  because  of  the  deduction 
allowed  to  the  distributor  by  the  statute  to  cover  loss  from  evapora- 
tion and  handling. 

Various  state  questions  are  also  raised.  It  is  urged  that  the 
forty-five  day  and  the  collection  j^rovisions  constitute  a  gift  of 
public  money  and  it  is  c'aimed  that  the  title  of  the  Act  is  fatally 
defective. 

The  United  States  District  Court  granted  the  Controller's  motion 
to  dismiss  and  denied  the  injunction  prayed  for.  The  matter  was 
heard  before  a  three-judge  court  and  a  direct  appeal  was  taken  to 
the  United  States  Supreme  Court  where  the  case  was  orally  argued, 
briefed  and  submitted  for .  decision  in  April,  1929.  The  case  is 
among  the  first  ten  on  the  calendar  of  unfinished  business  for  the 
October  Term,  1929. 

The  Bekins  Van  Company  case  involves  the  constitutionality  of 
Section  15,  Article  XIII  of  the  state  constitution,  whereby  a  prop- 
erty tax  is  imposed  upon  the  operative  property  of  common  carriers 
operating  over  the  public  highways  for  compensation,  between  fixed 
termini  or  over  regular  routes,  and  the  amount  of  the  ta.x  is  fixed 
at  a  percentage  of  the  gross  receipts  from  operation.  Different 
rates  are  provided  for  freight  and  passenger  carriers,  and  the  tax 
is  a  commutated  tax,  similar  to  the  state  tax  on  railroad  companies. 

The  theory  of  the  case  is  that  the  constitutional  provision  offends 
against  the  equal  protection  of  the  law  clause,  in  that  it  illegally 
excludes  from  the  scope  of  the  statute  common  carriers  who  do  not 
operate  between  fixed  termini  or  over  regular  routes  and  thereby 
unlawfully  discriminates  in  favor  of  such  carriers. 

The  proceeding  was  instituted  in  the  United  States  District  Court 
and  the  application    for  an    injunction   and  our  motion   to   dismiss 
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were  heard  before  a  three-judge  court,  uliich  granted  the  motion  to 
dismiss  and  denied  injunctive  reHef.  A  direct  appeal  was  taken  to 
the  United  States  Supreme  Court  where  the  case  was  briefed  and 
orally  argued  and  submitted  in  April,  1929.  This  case  is  also  among 
the  first  ten  on  the  unfinished  business  calendar  for  the  October 
term,  1929. 

Chairman  Holcomb:  Another  case  that  will  be  discussed  is  No. 
33,  Surplus  Trading  Company  v.  Hancy,  involving  the  state  juris- 
diction over  property  on  federal  reservations,  which  will  be  dis- 
cussed by  Hon.  George  Vaughan. 

George  Vaughan  (Arkansas)  :  This  was  a  suit  brought  by  the 
Tax  Collector  in  Pulaski  County,  Arkansas,  against  the  Surplus 
Trading  Company  to  recover  certain  taxes  for  the  year  1922.  which 
had  been  omitted  from  assessment.  The  complaint  alleged  that  the 
taxes  were  due  on  certain  personal  assets  upon  an  assessment  made 
by  the  County  Assessor,  as  property  erroneously  left  of¥  the  tax  rolls. 

The  Trading  Company  is  a  partnership  composed  of  various 
firms,  corporations  and  indviduals  organized  to  deal  in  military 
supplies  left  over  after  the  World  War. 

On  April  21,  1922,  the  company  paid  the  United  States  $138,000 
for  87,000  blankets  situate  on  the  Camp  Pike  Military  Reservation 
in  Pulaski  County.  It  subsequently  sold  these  blankets  in  Arkansas 
and  elsewhere  for  a  profit.  Upon  the  failure  of  the  company  to 
assess  any  property  for  taxation,  the  assessor  placed  an  assessment 
against  the  firm  at  an  amount  which  he  regarded  as  the  value  of 
the  property  owned  and  situate  in  Pulaski  County. 

At  the  trial  the  Chancellor  found  in  favor  of  the  defendant,  and 
dismissed  the  complaint. 

The  principal  problem  presented  for  decision  was  the  power  of 
the  State  to  collect  state  and  local  taxes  upon  personal  property 
situate  within  the  Government  Reservation.  On  behalf  of  the  de- 
fendant this  right  of  the  State  and  its  subordinate  agencies  was 
denied  upon  authority  of  Concessions  Co.  v.  Morris  (Wash.),  186 
Pac.  655.  In  that  case  it  had  been  held  that  the  Camp  Lewis  Mili- 
tary Reservation,  which  had  been  donated  by  Pierce  County  to  the 
United  States  by  consent  of  the  Legislature,  excepted  only  the  right 
to  serve  criminal  and  civil  process  therein,  which  within  the  state 
are  both  a  jurisdictional  and  territorial  sense,  and  that  personal 
property  located  thereon  is  not  taxable  under  the  State  laws. 

The  Supreme  Court  of  Arkansas  distinguished  the  Washingtoh 
case  and  declared  it  to  be  contrary  to  the  trend  of  decisions  in  the 
U.  S.  Supreme  Court,  and  it  declared  the  true  rule  to  be  that  of  the 
Virginia  Court  of  Appeals — Mikias  v.  Virginia,  131  S.  E.  237;  46 
A.  L.  R.  219.  In  that  case  the  court  held  to  subject  to  a  state 
license  tax  a  mercantile  business  carried  on   in  a   railroad   station 
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situate  on  land  ceded  to  the  Federal  Government  for  an  approach 
for  an  interstate  bridge.  It  was  there  recognized  that  the  State 
could  not  tax  land  or  buildings  deeded  to  the  United  States,  but  that 
personal  property  located  in  such  buildings  and  owned  liy  third 
parties  was  liable. 

The  Arkansas  Supreme  Court  further  pointed  out  that  the  title 
of  the  United  States  to  the  Camp  Pike  Reservation  did  not  prevent 
execution  of  process,  and  that  the  State  released  only  her  right  to 
tax  the  site,  grounds  or  improvements  thereon,  observing  that  under 
the  very  terms  of  the  Act  it  w-as  not  intended  that  the  State  part 
with  jurisdiction  for  the  purpose  of  listing  personal  property  of 
third  persons  on  the  Reservation  for  taxation.  The  Arkansas  de- 
cision was  based  upon  the  case  of  Ex  parte  Gaines,  56  Ark.  227, 
where  it  had  been  held  that  the  estate  of  a  lessee  of  Government 
land  on  the  Hot  Springs  Reservation  was  not  exempt.  The  court 
also  cited:  Noble  v.  Amcretti.  11  Wyo.  230;  Oscar  Daniels  Com- 
pany V.  Sauli  St.  Marie  (Mich.),  174  N.W.  160;  Cassels  v.  Wilder. 
23  Haw.  61 ;  Thomas  v.  Gay,  169  U.  S.  264,  and  other  cases. 

Another  point  of  administrative  procedure  was  considered  by  the 
court,  and  the  record  upheld.    This,  however,  does  not  relate  to  the 
constitutional  question ;  and  so  the  pending  record  presents  a  ques 
tion  merely  of  constitutional  law,  which  ruled  by  the  cases  relied 
ui)on  by  the  state,  will  probably  result  in  an  affirmance. 

Ch.xrles  J.  Bullock:  May  I  interrupt  just  a  moment  for  the 
Ijurpose  of  making  an  announcement?  It  is  necessary  for  the  com- 
mittee on  nominations  to  meet  some  time  before  our  golf  session 
s'arts  this  afternoon,  and  in  order  to  insure  that  the  committee  does 
meet.  I  wish  to  announce  that  the  committee  will  hold  a  meeting  at 
this  time  in  the  little  room  just  outside  the  entrance  door  of  this 
hall  and  to  the  left  of  the  exit.  The  committee  on  nominations 
consists  of  the  following  gentlemen :  Mr.  Bliss  of  Rhode  Island, 
Mr.  Page  of  the  District  of  Columbia,  Mr.  Vaughan  of  Arkansas, 
Mr.  Fisher  of  Oregon,  Mr.  Gibbs  of  Ohio,  and  Mr.  Turner  of 
Pennsylvan'a.  Will  these  gentlemen  please  convene  at  once  in  the 
roo::i  just  outs'de  the  door. 

Ch.mrm.^x  HoLCG^:^. :  One  more  announcement. 

Secretary  Query  :  The  secretary  has  been  requested  to  ask  the 
delega  es  at  this  conference  who  are  tax  officials  from  states  having 
an  income  tax  to  assemble  in  the  corner  of  this  room  at  the  close 
CI  the  session. 

Ch.\irm.\x  HoLcoMi! :  We  now  pass  to  topic  numbered  1  on  the 
program.  Truly,  taxation  is  a  peculiar  study.  Yesterday  we  spent 
the  whole  day  in  talking  about  people  who  think  they  are  taxed  too 
much.     We  are  now  going  to  deal  with  people  who  think  they  are 
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not  taxed  enough,  and  who  \vi>li  to  tind  out  how  to  be  taxed  some 
more. 

R.  S.  5219.  That  is  not  a  telephone  number,  but  it  seems  to 
cause  as  much  trouble  as  wrong  telephone  numbers.  When  a  man 
is  sick  he  feels  like  getting  the  best  physciian  he  can  find.  When 
he  is  defendant  in  a  lawsuit  he  thinks  he  would  like  to  have  the 
best  lawyer  he  can  hire. 

We  have  with  us  today  a  man  with  the  widest  experience,  prob- 
ably, of  any  man  in  this  association,  and  he  is  going  to  tell  us 
whether  banks  should  be  taxed  and,  if  so,  how  they  may  be  taxed, 
in  view  of  the  McCallen  decision— Dr.  Robert  M.  Haig  of  Columbia 
University.  Before  Professor  Haig  starts,  Mr.  Sullivan  has  an  an- 
nouncement. 

George  H.  Sullivan  (Minnesota)  :  I  wish  to  announce  that  at 
the  close  of  Dr.  Haig's  paper  there  will  be  a  meeting  of  what  is 
called  the  Association  of  States,  on  this  telephone  number  (R.  S. 
5219)  that  the  presiding  officer  has  referred  to,  on  the  question  of 
the  amendment  of  Section  5219,  which  governs  the  taxation  of 
national  banks,  and  of  course  that  governs  the  taxation  of  state- 
banks.  It  will  be  a  brief  session  but  a  very  important  one,  in  view 
of  the  work  of  two  committees  which  have  handled  a  proposed  or 
tentative  settlement  of  the  language  of  5219.     Thank  you. 

Robert  M.  Haig  (Columbia  University)  :  Mr.  Chairman.  Ladies 
and  Gentlemen :  The  chairman's  introduction  reminds  me  of  the 
situation  of  a  Frenchman  when,  under  similar  circumstances,  he 
turned  to  the  chairman  and  said.  "  You  flatter  me.  but  pray  con- 
tinue." 

SHOULD  BANKS  BE  TAXED,  AND  HOW? 

R.    M.    HAIG 
School  of  Business,  Columbia  l'niversit\- 

I  suspect  that  the  motive  of  the  program  committee  in  inviting 
me  to  discuss  this  topic  this  morning  was  a  morbid  desire  to  stage 
a  funeral,  with  the  speaker  in  the  role  of  next-of-kin  or  chief 
mourner.  Since  this  association  last  addressed  itself  to  bank  taxa- 
tion, a  momentous  event  has  occurred.  A  wound,  certainly  serious, 
perhaps  mortal,  has  been  inflicted  upon  the  so-called  franchise-tax 
plan,  a  plan  which  seemed  to  many  to  promise  a  solution  of  the 
bank-tax  problem  in  a  considerable  number  of  states.  Today,  all 
that  remains  of  that  plan  lies  prone  before  you,  with  a  gaping 
wound  from  the  Supreme  Court  in  its  breast.  Whether  it  is  really 
quite  dead  is  a  subject  of  dispute  among  the  doctors.  A  written 
opinion  from  authorities  in  Minnesota  holds  that  it  is  absolutely 
destroved.  Contrary  opinions  come  from  authorities  in  Massachu- 
'25 
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setts.  Xew  York  and  California,  holding  that  the  child  still  breathes, 
albeit  feebly.  The  attitude  of  the  diagnosticians  also  varies.  Some 
of  them  seem  to  make  little  effort  to  conceal  their  lack  of  seemly 
sorrow  in  the  situation.  The  franchise-tax  plan,  they  hold,  was  at 
best  ill-conceived  and  weakly.  Sired  by  deception,  mothered  by  an 
artful  use  of  words,  and  christened  with  a  delusive  name ;  had  it 
been  permitted  to  drag  out  its  miserable  existence,  it  would  be  only 
a  burden  and  an  obstruction.  The  second  group  is  filled  with  sorrow 
and  indignation.  In  their  eyes  the  plan  was  legitimate  and  full  of 
virtue.  Xot  only,  they  feel,  did  the  court  commit  mayhem  against 
the  child  but  maligned  and  also  insulted  its  friends  and  sponsors, 
imputing  to  them  devious  motives  and  dark  designs.  Solicitously 
the  Amici  Curiae  administers  the  oxygen,  in  briefs  smelling  faintly 
of  contempt  of  court. 

In  view  of  the  possibility  that  the  Supreme  Court  may  yet  effect 
a  cure  when  it  meets  in  October,  it  may  be  well  to  postpone  the 
formal  obsequies  in  the  hope  that  they  may  prove  to  be  superfluous. 
I  express  no  opinion.  Nevertheless  it  is  imperative  that  the  mem- 
bers of  this  association  give  soulful  consideration  to  the  situation 
which  will  arise  next  month  if  the  Supreme  Court  fails  to  give 
relief.  Congress  should  have  taken  action  long  ago.  For  years,  all 
discussions  of  bank  taxation  before  this  association  have  led  to  the 
conclusion  that  Section  5219  must  be  amended.  Like  the  ancient 
cry  of  ■■  Delenda  est  Carthargo,"  this  refrain  has  been  the  period 
which  terminated  each  peroration.  A  material  difference  now,  how- 
ever, is  that  the  American  Bankers'  Association  concedes  that 
amendments  of  some  character  will  be  in  order  and  stands  i)ledged 
to  give  its  aid  in  securing  them.  What  should  be  the  character  of 
these  amendments  which  now  seem  so  imminent?  This  paper  is 
concerned  primarily  with  the  considerations  which  must  underlie  a 
sound  answer  to  this  question.     Should  banks  be  taxed,  and  how? 

Although  there  is  slight  risk  that  any  person  here  can  fail  to 
understand  the  historical  occurrences  alluded  to  in  the  preceding 
sentences,  it  may  be  cautious  to  restate  the  facts  in  less  figurative 
form.  At  the  bank-tax  session  at  Seattle  last  year,  attention  was 
called  to  a  case  which  was  pending  in  the  Supreme  Judicial  Court, 
in  the  State  of  Massachusetts,  in  which  the  Macallen  Comjiany.  a 
business  corporation,  protested  the  corporation  excise  tax  of  that 
state,  on  the  ground  that  the  measure  used  in  determining  the  amount 
of  its  tax  included  interest  from  the  government  securities  held  by 
that  corporation.  In  discussing  the  situation  commissioner  Long 
said :  ^ 

■■  The  case  is  clear.    The  (."ommonwealth  puts  its  own  tiiought 

^Proceedings  of  21st  National  Conference.  Nation<il  7'a.x  Association.  U)2S, 
p.  229. 
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in  tliat  we  tax  an  excise,  and  therefore  are  not  taxinj^  the 
property.  On  the  other  hand,  the  company  says  that  is  a  mere 
fiction  and  that  you  are  taxing  the  thing  which  is  exempt  under 
the  law.    We  hope  that  the  court  will  sustain  us." 

So  far  as  the  Supreme  Judicial  Court  of  Massachusetts  was  con- 
cerned, Mr.  Long's  hopes  were  fulfilled.  The  petition  of  the  Ma- 
callen  company  was  denied,-  the  news  reaching  California,  Oregon 
and  Washington  in  time  to  be  of  some  influence  in  persuading  those 
states  to  adopt  the  franchise-tax  plan.  The  case  was  promptly  ap- 
pealed, and  on  May  27th  last  the  Supreme  Court  of  the  United 
States,  in  a  decision  noteworthy  for  the  strength  of  the  language 
employed,  reversed  the  decision  of  the  state  court,  three  justices  dis- 
senting.''    The  majority  decision  says: 

■'  We  conclude  that  the  amended  act  in  substance  and  effect 
imposes  a  tax  upon  federal  bonds  and  securities ;  and  it  neces- 
sarily follows  that  the  act  in  substance  and  eft'ect  also  imposes  a 
tax  upon  the  county  and  municipal  bonds.  In  both  respects,  the 
act  is  void.  As  to  the  former,  the  act  is  in  derogation  of  the 
constitutional  power  of  Congress  to  borrow  money  on  the  credit 
of  the  United  States,  as  well  as  in  violation  of  the  acts  of  Con- 
gress declaring  such  bonds  and  securities  to  be  non-taxable ; 
and  as  to  the  latter,  the  act  impairs  the  obligation  of  the  statu- 
tory contract  of  the  state  by  which  such  bonds  were  made 
exempt  from  taxation." 

Incidentally,  this  decision  has  increased  immeasurably  my  already- 
great  admiration  for  the  sagacity  and  perspicacity  of  the  chairman 
of  this  morning's  session.  From  the  beginning,  Mr.  Holcomb  has 
held  that  this  situation  would  eventuate  as  it  has.  As  a  prophet 
with  powers  to  forecast  the  future  reaction  of  the  Supreme  Court 
on  matters  of  taxation,  he  stands  triumphantly  justified.  However, 
I  cannot  say  that  my  confidence  in  those  legal  advisers  who  guessed 
the  other  way  is  seriously  shaken,  when  I  recall  that  their  position 
was  accepted  by  jurists  of  the  caliber  of  Chief  Justice  Rugg  of 
^Massachusetts  and  Justices  Stone,  Brandeis  and  Holmes  of  the 
Supreme  Court. 

In  arriving  at  their  conclusion,  the  Supreme  Court  conceded  that 
■■  The  words  of  the  act  and  the  opinion  of  the  state  court  as  to  the 
nature  of  the  tax  are  to  be  given  consideration  and  weight;  but,"  it 
added,  "  they  are  not  conclusive.  .  .  .  Neither  state  courts  nor  legis- 
latures, by  giving  the  tax  a  particular  name,  or  by  using  some  form 

-  Mac  alien  Co.  v.  Commotiwealth  of  Massachusetts,  163  X.  E.   75. 
^  Macallen  Company  v.   Commomoealth  of  Massachusetts.   279    U.   S.   623, 
argued  April  25,  1929,  decided  May  27,  1929. 
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of  words,  can  take  away  our  duty  to  consider  its  nature  and  effect." 
In  performing  this  duty  the  courts  "  should  be  acute  to  distinguish 
between  an  exaction  which  in  substance  and  reality  is  what  it  pre- 
tends to  be,  and  a  scheme  to  lay  a  tax  ujjon  a  non-taxable  subject 
by  a  deceptive  use  of  words." 

The  court  granted  also  the  right  of  a  state  to  impose  an  excise 
tax  of  some  sort.  It  said :  "  On  the  one  hand,  the  state  is  at  liberty 
to  tax  a  corporation  with  respect  to  the  doing  of  its  business.  On 
the  other  hand,  the  state  cannot  tax  the  income  of  the  corporation 
derived  from  non-taxable  securities.  It  necessarily  follows  that  the 
legislature  may  not,  by  an  artful  use  of  words,  deprive  this  Court 
of  its  authority  to  look  beyond  the  words  to  the  real  legislative  pur- 
pose." In  other  words,  less  art  is  imperative  than  was  used  in  the 
Massachusetts  statute.  Not  one  veil,  but  perhaps  seven,  are  re- 
quired to  attain  the  legal  limit  of  modesty. 

However,  the  Supreme  Court  had  already  upheld,  in  the  case  of 
Flint  v.  Stone  Tracy  Company^  an  excise  on  corporations  levied  by 
the  United  States  itself  on  a  base  which  included  tax-exempt  in- 
terest. The  Jklacallen  decision  does  not  in  terms  reverse  this  case. 
It  contents  itself  with  this  skillful  statement:  "The  distinction 
pointed  out  in  these  cases  is  between  an  attempt  to  tax  the  property 
or  income  as  such  and  to  measure  a  legitimate  tax  upon  the  privi- 
leges involved  in  the  use  thereof.  It  is  implicit  in  all  that  the  thing 
taxed  in  form  was  in  fact  and  reality  the  subject  aimed  at.  and  that 
any  burden  put  upon  the  non-taxable  subject  by  its  use  as  a  measure 
of  value  was  fortuitous  and  incidental." 

An  application  for  a  re-hearing  has  been  made  liy  Massachusetts 
and  an  impressive  array  of  briefs  filed  in  its  support  by  the  various 
parties  in  interest.  The  Supreme  Court  may  modify  the  decision 
as  the  result  of  these  efforts;  it  may  clarify  it  and  make  it  more 
specific  or  it  may  do  nothing. ^  The  prophets  are  lugubrious.  The 
chances  are  all  in  favor  of  the  court  doing  nothing.  Under  the 
decision  as  it  stands  there  doubtless  exist  legal  and  illegal  franchise 
taxes.  The  way  to  discover  whether  any  particular  franchise  tax 
is  legal  or  il'egal  is  to  ask  the  Supreme  Court  in  each  case  whether, 
in  the  opinion  of  a  majority  of  its  members,  "  the  thing  taxed  in 
form  was  in  fact  and  reality  the  subject  aimed  at."  Thus  we  leave 
the  field  of  objective  standards  and  move  into  an  esoteric  realm, 
where  the  decisions  turn.u])on  the  Supreme  Court's  analysis  of  the 
motives  of  the  state  legislatures. 

But  it  is  perhaps  presumptuous  for  one  not  learned  in  the  law  to 
discuss  the  legal  theories  of  excise  taxation.  Speaking  as  a  layman, 
I  personally  nuist  confess  that  these  theories  have  always  left  me 

*  220  U.  S.  107,  163-165. 

^  The  aii])licati()n  for  re-Iiearing  was  (lenied   ( )ct(>hf  r   14,   U)2Q. — Ed. 
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flabbergasted.  I  have  listened  to  the  explanations  and  assurances 
of  the  lawyers  regarding  the  powers  of  the  excise,  with  all  the  in- 
credulous amazement  of  a  small  boy  at  an  exhibition  of  black  magic. 
In  my  classes  at  the  University,  speaking  as  an  economist.  I  have 
not  hesitated  to  brand  them  as  unadulterated  bunk.  But  in  the 
practical  sphere,  these  theories  have  passed  current  as  legal  facts  of 
fundamental  importance,  and  even  though  intellectually  indigestible, 
had  to  be  accepted  with  gratitude  and  used  with  discretion  to  accom- 
plish desirable  ends.  Blessed  with  a  pragmatic  sanction  —  ours  not 
to  question  why!  —  like  the  New  England  farmer  who  was  asked 
whether  he  believed  in  baptism,  the  reply  must  be,  "  Of  course  I 
believe  in  it.     Haven't  I  seen  it  done  ?" 

The  Macallen  company  was  not  a  bank  but  was  an  ordinary  busi- 
ness corporation.  The  point  at  issue  was  not  the  power  of  a  state 
to  tax  a  national  bank  under  the  fourth  method  permitted  by  Sec- 
tion 5219  of  the  Revised  Statutes,  although  that  method  was  appar- 
ently designed  to  accomplish  for  national  banks  the  things  which 
the  courts  in  the  decision  says  cannot  be  done  in  the  case  of  an 
ordinary  business  corporation.  With  respect  to  banks,  the  decision 
reads : 

■■  It  has  been  suggested  that  the  object  of  the  change  [in  the 
Massachusetts  law  so  as  to  include  tax-exempt  interest  in  the 
base]  was  to  conform  the  taxation  of  business  corporations  to 
that  authorized  by  Congress  for  the  taxation  of  national  banks. 
Whether  under  recent  federal  statutes,  states  are  authorized  to 
impose  a  tax  upon  the  income  from  United  States  bonds  held 
by  national  banks,  we  need  not  stop  to  inquire.  Certainly  there 
is  no  statute  of  the  United  States  which  undertakes  to  authorize 
a  state  to  impose  a  tax  upon  such  bonds  held  by  other  kinds  of 
corporations.  And  what  powder  Congress  has  under  the  Consti- 
tution in  respect  of  such  authorization  w-e  need  not  now  deter- 
mine. It  is  clear  that  authority,  even  if  given,  to  impose  a  tax 
on  federal  bonds  in  the  case  of  national  banks  does  not  include, 
by  implication  or  otherwise,  the  authority  to  impose  a  tax  upon 
such  bonds  held  by  ordinary  corporations. 

It  is  also  suggested  in  that  connection  that  the  amendment 
in  question  is  necessary,  and  that  its  real  object  was,  to  avoid 
discrimination  forbidden  by  federal  statutes  against  national 
banks.  But  it  is  enough  to  say  that  if  such  discrimination 
would  otherwise  result  it  must  be  avoided  by  some  method 
which  does  not  involve  the  imposition  of  a  tax  which  uniformly 
for  a  century  has  been  condemned  by  this  Court  as  unconsti- 
tutional. The  state  may  not  save  itself  from  infringing  an  act 
of  Congress  by  violating  the  Constitution." 

Regarding  bank  taxation,  further  the  Supreme  Court  sayeth  not 
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but  it  seemeth  that  it  will  continue  with  joy  and  vigor  in  approxi- 
mately this  vein  and  temper,  if  and  when  supplied  with  a  suitable 
text. 

Now  the  question  arises  —  Precisely  what  is  the  significance  of 
the  Macallen  decision  from  the  point  of  view  of  bank  taxation  ? 
The  court  has  said  in  effect  that  no  franchise  tax  so  naked  as  the 
Massachusetts  statute  can  be  applied  to  business  corporations  and  to 
state  banks.  Perhaps  the  franchise  taxes  of  the  other  states  are 
already  sufficiently  veiled  or  perhaps  additional  draperies  can  be 
added,  to  permit  the  use  of  a  measure  which  includes  tax-exempt 
interest.  The  opinions  of  the  lawyers  differ  on  this  point  and  the 
only  way  to  secure  an  answer  is  to  ask  the  Supreme  Court.  This, 
I  understand.  New  York  will  certainly  do,  and  probably  the  other 
states  as  well.  But  assume  that  the  court  says  "  no  ".  Where  are 
we  then  ?  So  far  as  ordinary  corporations  are  concerned,  we  are 
not  in  a  very  difficult  position.  Broadly  speaking,  ordinary  business 
corporations  are  not  heavy  investors  in  tax-exempt  securities  and  a 
corporation  franchise  tax  on  a  base  which  excludes  interest  from 
such  securities  would  still  be  possible  and  desirable.  But  with  re- 
spect to  banks,  the  result  is  ruinous.  The  banks  as  a  group  invest 
very  heavily  indeed  in  federal  and  local  bonds.  Completely  satis- 
factory statistics  are  difticult  to  secure  but  a  careful  analysis  of  the 
figures  for  the  banks  of  California  shows  that  the  exclusion  of 
exempt  interest  from  the  base  would  reduce  it  by  more  than  one- 
half.''  Commissioner  Long  of  Massachusetts  tells  me  that  in  his 
state  the  situation  is  approximately  the  same.  In  California  many 
of  the  largest  and  strongest  banks  of  the  state,  including,  for  ex- 
ample, the  American  Trust  Company,  would  not  pay  one  cent, 
beyond  their  local  real  estate  taxes.  If  under  its  law  a  state  cannot 
include  tax-exempt  interest  in  the  base  of  the  tax  on  ordinary  cor- 
porations, it  cannot  include  it  in  the  case  of  the  state  banks,  and  it 
should  not  in  the  case  of  national  banks. 

It  is  of  interest  to  inquire  why  it  is  that  banks  find  tax-exempt 
securities  so  attractive.  A  partial  answer  to  this  inquiry,  so  far  as 
federal  securities  are  concerned,  is  undoubtedly  to  be  found  in  this. 
A  bank  may  subscribe  to  an  offering  of  obligations  of  the  federal 
Treasury,  but  need  not  pay  for  them  immediately.  It  merely  credits 
the  Treasury  with  a  deposit  equal  to  the  amount  of  its  subscri])tion. 
The  issue  of  Treasury  obligations  announced  on  Se])tember  5th  car- 
ries an  interest  rate  of  4ji  per  cent.  Before  this,  the  rate  was  S'/s 
per  cent.  The  Treasury  may  not  withdraw  its  deposit  for  a  consid- 
erable length  of  time.  In  the  meantime  the  bank  must  pay  the 
Treasury  interest  at  a  rate   which   varies   from  2  to  2^/^   ])er  cent. 

"  Special  Report  of  the  California  Tax  Commission  dealing  with  the  Taxa- 
tion of  Banks,  Corporate  Franchises,  Securities  and  Solvent  Credits,  Aug.  10, 
IC)28,  p.  40. 
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Thus  the  bank,  merely  by  promising  to  pay  the  Treasury  a  sum 
upon  demand,  profits  by  the  difference  between  the  two  rates. 
Moreover,  there  are  no  reserve  requirements.  But  this  is  only  half 
the  story,  for,  when  the  Treasury  demands  its  money,  the  bank  only 
needs  to  rediscount  the  securities  with  the  federal  reserve  bank  to 
secure  the  funds  for  which  the  Government  asks.  At  times  the  re- 
discount rate  of  the  federal  reserve  bank  has  been  lower  than  the 
interest  rate  on  the  Treasury  obligations.  It  is  true  that  there  has 
recently  been  authorized  a  new  method  of  Treasury  financing,  by 
means  of  Treasury  bills  to  be  sold  at  a  discount,'  which  it  is  hoped 
will  make  it  possible  to  reduce  the  huge  amounts  of  deposits  left 
with  the  banks  under  the  old  system.  But  it  remains  to  be  seen 
whether  the  new  plan,  when  tried,  will  appreciably  affect  the  size 
of  the  tax-exempt  investments  of  the  banks,  which  has  been  partic- 
ularly great  in  the  case  of  certain  large  city  institutions.  In  any 
case,  the  fact  is  that  tax-exempts  loom  large  in  the  assets  of  banks 
and  small  in  the  assets  of  ordinary  business  and  manufacturing  cor- 
porations, and  this  condition  is  likely  to  continue. 

This  problem  could,  of  course,  be  solved  by  an  action  amply 
justified  on  entirely  different  grounds  but  one  which  unfortunately 
cannot  be  immediately  availed  of,  even  if  remotely  feasible  as  a 
political  proposition.  I  refer  to  the  abolition  of  tax-exempt  secur- 
ities. Issued  in  amounts  like  those  now  outstanding,  tax-exempt 
securities  are,  I  believe,  both  a  bad  business  proposition  for  the 
country  as  a  whole  and  a  force  working  against  the  effectiveness 
of  the  progressive  income  tax.  It  seems  impossible,  however,  to 
develop  sentiment  in  favor  of  their  abolition.  Indeed,  instead  of 
extricating  ourselves,  we  seem  to  be  sinking  deeper  and  deeper  into 
the  morass.  Two  years  ago  the  federal  Treasury,  with  the  object, 
I  understand,  of  trying  to  stimulate  the  states  to  take  a  stand  in 
favor  of  eliminating  the  exemptions,  tried  the  expedient  of  urging 
upon  Congress  a  counter-oft'ensive  and  recommend  that  Congress 
remove  the  self-imposed  limitations  on  exemptions  of  federal  secur- 
ities. This  month  witnesses  the  first  issue  of  Treasury  certificates 
of  indebtedness  which  are  exempt  from  federal  surtax  as  well  as 
the  normal  tax.  Certainly  the  outlook  for  this  much-needed  reform 
is  discouraging,  and  to  the  old  crimes  of  the  tax-exempt  security  we 
shall  probably  have  to  add  that  of  having  served  as  an  accomplice 
in  the  assassination  of  the  franchise-tax  plan. 

Incidentally,  I  have  slight  patience  with  those  who  wax  oratorical 
about  the  ethical  point  involved  in  the  inclusion  of  tax-exempt 
securities  in  the  base  of  these  franchise  taxes. '^     In  the  case  of  the 

'  J.  H.  Case,  "The  New  Form  of  Treasury  Financing,'"  A iiu-rican  Bankers 
Association  Journal,  July,  1929,  p.  i. 

'''  For   example,   Professor   Carl   C.    Plehn,   in    the    California    Laiv   Review 
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banks,  the  franchise  taxes  in  every  instance  impose  a  much  higher 
tax  than  the  taxes  on  the  shares  which  they  have  replaced,  which 
share-taxes  themselves  disregarded  the  tax-exempt  character  of 
these  securities  in  arriving  at  the  value  of  the  shares  for  purposes 
of  taxation.  In  the  case  of  corporations  generally,  every  tax-exempt 
bond  purchased  during  the  last  two  decades  was  bought  with  the 
full  knowledge  that  the  interest  might  be  affected  by  a  franchise 
tax  of  the  character  of  the  federal  excise  tax  of  1909  and  every 
bond  purchased  since  1917  was  bought  by  a  man  who  was  on  notice 
that  a  state  franchise  tax  similar  to  that  of  New  York  might  be 
applied.  One  who  criticizes  the  ethics  of  the  franchise  base  which 
includes  tax-exempt  interest  is,  in  view  of  these  facts,  afiflicted  with 
tenderness  of  the  moral  sense. 

Vice-President  Kittering  of  the  General  Motors  Corporation  tells 
of  an  experience  he  once  had  while  testing  a  new  model  in  the 
mountains  of  Kentucky.  Seeking  to  determine  the  quality  of  his 
motor,  he  had  left  the  main  road  and  followed  a  rough  trail  into 
the  mountains  until  it  lost  itself  in  the  dry  bed  of  a  stream.  Find- 
ing himself  in  need  of  directions,  he  inquired  from  a  mountaineer. 
■■  Which  way  to  Cincinnati,"  he  called.  After  deliberate  considera- 
tion, the  mountaineer  replied:  "  The  road  forks  about  a  mile  ahead 
but  it  really  doesn't  matter  which  branch  you  take.  As  a  matter 
of  fact,  if  I  wanted  to  go  to  Cincinnati,  1  don't  Ijelieve  I  should 
start  here." 

Whatever  of  evil  one  may  ascribe  to  the  Macallen  decision  it  shall 
have  at  least  this  word  of  praise:  It  does  provide  a  better  starting 
point  than  existed  before.  Previous  to  this  time  the  bankers  have 
taken  the  position  that  there  was  no  need  of  tampering  with  Section 
5219;  that  it  provided  a  satisfactory  method  for  taxing  the  banks 
if  the  states  would  but  adopt  it.  On  the  other  hand,  the  bankers 
have  pledged  themselves  to  cooperate  in  an  effort  to  correct  the 
situation,  in  case  of  an  unfavorable  decision  in  the  Macallen  case. 
What  will  be  the  attitude  of  the  bankers  toward  modifications  which 
do  not  affect  the  franchise-tax  plan  cannot  now  be  stated.  I  am  of 
the  opinion  that  before  action  is  finally  taken,  all  concerned  will 
find  themselves  forced  to  face  frankly  the  l)road  general  question, 
■■  Should  banks  be  taxed,  and  how  ?" 

I  should  personally  like  to  place  myself  squarely  on  record  in 
support  of  these  general  propositions.  Banks  should  certainly  be 
taxed.  Each  state  should  be  permitted  to  tax  the  property  of  banks, 
to  the  same  extent  as  it  taxes  other  similar  property.  Each  state 
should  be  permitted  to  tax  the  business  of  banks,  to  the  same  extent 
that  it  taxes  other  business.     Each  state  should  be  permitted  to  tax 

(May,  1929,  p.  364  et  seq.),  asserts  that  such  inclusion  is  "Dishonest  and 
contrary  to  public  policy  "  and  that  the  California  amendment  is  a  "  blot  on 
our  escutcheon"  which  "can  never  be  erased." 
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the  shareholders  of  banks,  to  the  same  extent  that  it  taxes  share- 
holders in  other  corporations.  Section  5219,  if  needed  at  all.  can 
find  a  proper  function  only  in  a  reiteration  of  these  propositions. 
I  submit  that  from  the  point  of  view  of  their  own  ultimate  interests, 
the  bankers,  under  the  guise  of  an  insistence  upon  proper  protection, 
should  not  permit  themselves  to  be  put  in  a  position  where,  with  a 
seemingly  wide  but  an  actually  narrow  range  of  options  stated  in 
the  law,  they  assume  the  privilege  of  dictating  the  form  into  which 
the  states  must  recast  their  tax  systems,  if  they  are  to  be  permitted 
to  levy  even  a  low  tax  on  the  banks. 

Let  us  see  how  these  broad  and  general  statements  apply  in  the 
practical  situation  which  confronts  us.  In  the  first  place,  I  believe 
that  we  can  rest  assured  the  banks  will  make  an  earnest  and  sincere 
eflfort  to  find  some  formula  which  will  save  the  situation  for  those 
states  which  attempt  to  levy  taxes  on  corporations  for  the  privilege 
of  doing  business  measured  by  a  base  which  attempts  to  include 
income  from  tax-exempt  securities.  There  are  great  difiiculties  in 
the  way  of  any  attempt  to  construct  such  a  formula.  The  bankers 
assert  their  confidence  in  the  fairness  of  the  burden  which  falls 
upon  them  as  compared  with  other  businesses  when  the  tax  is  im- 
posed according  to  this  so-called  fourth  method.  But  it  is  a  delicate 
task  to  set  out  deliberately  to  arrange  the  draperies,  so  that  in  the 
case  of  a  tax  measured  by  income  from  all  sources,  the  Supreme 
Court  will  decide  that  any  resulting  burden  on  tax-exempt  interest 
is  "  fortuitous  and  incidental.'" 

One  specific  suggestion  which,  I  am  told,  is  receiving  considera- 
tion proposes  to  permit  a  tax  on  the  bank  shares  which,  when  com- 
pared with  the  amount  of  dividends  received  by  the  stockholder 
during  the  year,  plus  the  stockholder's  proportionate  share  of  the 
additional  profits  of  the  year  which  are  not  distributed  as  dividends, 
is  found  not  to  impose  a  heavier  burden  than  that  imposed  by  the 
franchise  tax  on  ordinary  corporations,  when  related  to  the  net 
income  of  such  corporations  derived  from  all  sources.  The  net 
ef¥ect  of  this  method,  which  has  been  christened  the  annual  incre- 
ment method,  would  be  to  permit  the  continuance  of  the  present 
practice  in  the  franchise-tax  states.  But  a  number  of  questions 
immediately  arise.  Is  this  not  an  even  more  artful  use  of  words 
than  in  the  case  of  Massachusetts?  Can  the  shareholder  be  taxed 
on  an  element  like  undistributed  profit,  to  which  he  has  no  legal 
title  ?  Moreover,  there  are  local  difiiculties.  as  in  ^^lassachusetts. 
where,  if  they  taxed  state  banks  by  this  plan,  they  must  also  tax 
ordinary  corporations  by  the  same  plan  and  thus  destroy  their  fran- 
chise tax. 

Others  have  suggested  that,  since  there  are  decisions  permitting 
the  use  of  dividends  as  a  measure  of  a  franchise  tax,  even  though 
the  fund  from  which  the  dividends  were  declared  arose  from  tax- 
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exempt  objects,  it  may  be  possible  to  continue  the  tax  as  a  tax  on 
the  banks  rather  than  as  a  tax  on  the  shares  and  to  measure  the 
bank's  franchise  tax  by  dividends. 

Still  others,  loathe  to  abandon  the  franchise  tax  on  corporations 
measured  by  net  income,  but  despairing  of  being  able  to  arrive  at  a 
formula  sufficiently  "  fortuitous  and  incidental,"  suggest  an  accept- 
ance of  the  Macallen  case  as  a  definitive  prohibition  of  the  inclu- 
sion of  tax-exempt  interest  in  the  base  but  suggest  that  an  adjust- 
ment be  made  on  the  other  side  of  the  account,  and  in  the  case  of  a 
bank  or  corporation  which  deducts  tax-exempt  interest,  there  be 
disallowed  a  portion  of  its  aggregate  deductions  determined  by  the 
relationship  between  the  amount  of  the  tax-exempt  interest  and  the 
income  from  all  sources.  This  plan,  although  it  would  not  com- 
pletely restore  the  situation,  would  mitigate  it  materially.^ 

Enough  has  been  said  to  indicate  that  there  is  no  simple  and 
obvious  way  out  of  this  dilemma.  Let  us  hope  that  the  Supreme 
Court  will  deem  the  franchise  taxes  of  New  York,  California. 
Washington  and  Oregon  sufficiently  crude  to  be  legal,  and  if  that 
fails,  leave  the  child  on  the  broad  doorstep  of  the  lawyers. 

The  next  suggestion  is  much  more  broad  in  its  implications  than 
those  mentioned  above.  This  proposes  to  permit  the  states  to  tax 
the  shares  of  banks  only  but  offers  a  series  of  options  as  to  how  the 
amount  of  that  share  tax  shall  be  controlled.  It  proposes  to  elimi- 
nate entirely  the  troublesome  "  other  moyened  capital  "  clause  and 
to  permit  as  many  different  tests  as  there  are  different  forms  of  tax 
systems  in  the  states.  The  comparisons  in  every  case,  it  suggests, 
shall  be  with  the  taxes  levied  on  other  financial  institutions  and 
other  corporations  however  taxed.  Thus,  if  a  state  levies  a  fran- 
chise tax  on  ordinary  corporations,  the  tax  on  the  bank  shares, 
when  translated  into  a  tax  on  the  bank's  income,  must  not  be  greater 
than  the  burden  of  the  franchise  tax  upon  the  income  of  the  cor- 
porations. Also,  if  a  state  taxes  corporations  by  valuing  franchises, 
by  a  property  or  corporate-excess  formula,  the  burden  of  the  bank- 
share  tax,  when  related  to  the  bank's  property  basis,  must  not  be 
greater  than  the  burden  on  corporations.  These  comparisons  would 
certainly  be  troublesome  to  make  and  there  may  be  legal  tangles 
also.  But  a  measure  of  this  type  would  undoubtedly  be  an  immense 
improvement,  as  compared  with  Section  5219  in  its  present  form. 
It  might  bring  substantial  relief  to  some  states  which  have  not  seen 
their  way  clear  to  adopt  the   franchise  tax  based  on  net   income. 

'•'  Of  the  group  of  63029  corporations  in  the  class  of  finance,  banking,  in- 
surance, real  estate  and  holding  companies,  stock  brokers,  etc.,  whose  balance 
sheets  were  tabulated  in  the  federal  Statistics  of  Income  for  1426,  about  6^ 
per  cent  of  the  assets  were  invested  in  ta.x-exempts  whereas  the  interest  on 
these  securities  is  equal  to  appro.ximately  20  per  cent  of  the  taxable  net  in- 
come (pp.  332,  398). 
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But  it  would  not  be  of  assistance  to  a  state  like  Iowa  whose  tax 
code  is  entirely  innocent  of  any  corporation  tax  except  a  nominal 
annual  fee. 

Finally,  there  should  be  mentioned  the  simple  but  exceedmgly 
crude  device  of  imposing  a  moderate,  uniform,  countrywide  license 
or  privilege  tax  upon  the  bank.  It  has  been  suggested  by  Professor 
Plehn  ^"  that  a  tax  of  one-half  of  one  per  cent  be  levied  upon  the 
capital,  surplus  and  undivided  profits  of  all  banks.  Professor  Plehn 
considers  uniformity  in  the  taxation  of  banks  throughout  the  coun- 
try to  be  "paramount  to  every  consideration."  ^^  It  is  difficult  to 
see  why  uniformity  of  rate  throughout  the  country  is  of  any  im- 
portance at  all  in  view  of  the  slight  competition  which  exists  be- 
tween the  banks  of  one  state  and  another.  There  is  also,  suice  the 
Macallen  decision,  some  legal  question  regarding  the  validity  of 
such  a  tax.  Nevertheless  this  plan  should  be  considered  as  a  pos- 
sible harbor,  in  case  the  storm  becomes  severe. 

In  the  negotiations  which  I  understand  have  been  pursued  during 
the  meeting  of  this  conference  it  may  be  that  some  formula  has 
been  arrived  at  different  from  any  of  those  mentioned  above.  If 
so,  I  hope  that  it  may  soon  be  laid  before  this  conference  for 
analysis  and  discussion!  Let  us  be  prepared  to  be  duly  grateful  for 
any  concessions  made  in  the  present  intolerable  restrictions  in  Sec- 
tion 5219.  But  let  us  also  devoutly  hope  that  some  even  more  com- 
plicated set  of  arbitrary  restrictions  will  not  be  substituted  for  those 
we  now  have.  Certainly  great  care  must  be  used  to  avoid  giving 
Congress  the  impression  that  any  proposed  solution  can  be  reason- 
ably expected  to  give  more  than  temporary  satisfaction,  if  that  solu- 
tion does  not  rest  on  the  broad  grounds  of  equity. 

As  to  statutory  changes,  pending  the  amendment  of  Section  5219, 
I  can  see  no  action  which  is  desirable  on  the  part  of  any  of  the 
states.  Perhaps  the  only  bank  tax  levied  in  the  country  today  which 
clearly  escapes  the  shadow  of  legal  uncertainty  is  the  tax  of  the 
State  of  Wisconsin.  Many  of  the  existing  taxes  on  the  shares  exist 
obviously  only  by  sufference.  If,  as  seems  probable,  the  courts  ulti- 
mately take  cognizance  of  the  actual  force  and  effect  of  the  taxes 
on  mortgages  and  intangibles,  as  currently  administered,  it  is  doubt- 
ful if  any  of  the  share  taxes  can  be  sustained.  Those  states  which 
have  adopted  the  franchise  form,  even  if  denied  the  privilege  of 
including  tax-exempt  interest  in  the  base,  are  securing  as  much 
revenue  from  the  banks  as  Wisconsin  and  apparently  all  that  is 
possible  for  them  to  obtain  with  Section  5219  in  its  present  form. 
Certainly  such  of  these  states  as  have  been  able  to  persuade  the 
banks  not  to  protest  the  full  franchise  base  would  be  unwise  to  take 

10  California  Law  Review,  May,   1929,  p.  369  et  seq. 

11  Ibid.,  p.  370. 
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hasty  action,  changing  their  system  of  bank  taxes.  When  Section 
5219  is  amended,  state  legislation  will  be  called  for,  but  the  char- 
acter of  such  legislation  must  necessarily  await  the  issue  in  the 
coming  struggle  before  the  Congress  of  the  United  States.  Unless 
the  banks  desire  to  risk  the  development  of  a  widespread  resent- 
ment against  the  banking  and  financial  interests  in  general,  they 
will  be  wise  not  to  be  over-insistent  upon  the  preservation  of  the 
position  of  special  privilege  in  taxation  which  has  been  theirs  in 
the  past,  but  rather  to  cooperate  heartily  in  the  establishment  of  a 
foundation  for  sound  and  fair  bank  taxation  in  all  of  the  states. 

Chairman  Holcomb  ;  I  am  sure  we  are  all  grateful  for  this  fine 
review  of  the  situation. 

No  group  of  men,  such  as  are  gathered  together  here,  ought  to 
be  denied  the  opportunity  of  listening  to  a  man  who  stands  pre- 
eminent in  the  field  of  constitutional  law.  I  notice  here  with  great 
pleasure  Professor  T.  R.  Powell  of  Harvard  University,  and  I  am 
going  to  take  the  liberty  of  calling  upon  him  to  make  a  few  re- 
marks. 

T.  R.  Powell  (Harvard  University):  Mr.  Chairman.  I  am  tak- 
ing a  vacation  as  a  teacher,  and  I  came  here  to  learn.  I  am  sure 
all  of  you  think  that  perhaps  once  a  year  a  teacher  should  take  time 
off  to  learn  something,  and  I  have  learned  a  good  deal. 

I  have  heard  one  statement  made  that  I  object  to  quite  seriously, 
a  tribute  of  praise  to  our  chairman.  Xo  one  can  out-vie  me  in 
affection  for  your  chairman,  but  I  do  not  think  you  need  to  praise 
very  much  his  perspicacity  in  anticipating  that  the  Supreme  Court 
would  do  something  foolish.  H  you  would  anticipate  that  as  a  gen- 
eral proposition  you  would  probably  be  right  65  per  cent  of  the  time. 

Some  of  you  who  have  heard  the  discussion  of  the  Supreme  Court 
decisions  may  not  be  surprised  that  my  course  in  constitutional  law 
is  called  a  course  in  contempt  of  court.  In  very  excellent  manner 
the  gentleman  here  reminds  me  of  the  very  familiar  study  of  the 
judge  who  said  to  an  attorney,  "  Are  you  trying  to  show  your 
Contempt  for  this  court?"  Whereupon  the  attorney  said.  "  No.  your 
Honor.  I  am  trying  to  conceal  it."  The  efforts  of  iVlr.  Haig  and 
others  to  conceal  their  contempt  for  this  court.  I  do  not  think  have 
been  wholly  successful. 

I  am  sure  you  all  appreciate  the  difficulties  of  a  teacher  of  consti- 
tutional law.  who  is  supposed  to  read  the  Constitution  and  tell  what 
it  means.  You  have  had  some  difficulties  today  in  finding,  even 
with  the  aid  of  the  Supreme  Court,  what  the  Constitution  means. 
There  is  a  story  on  Mr.  Justice  Holmes,  when  he  was  chief  justice 
of  Massachusetts.  He  moved  his  residence  and  had  to  pass  a  liter- 
acy test.     When  he  registered  to  vote  the  next  time  there  had  re- 
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cently  l)een  some  very  unpopular  decisions  by  the  Supreme  Judicial 
Court  of  Massaclnisetts.  When  they  handed  Air.  Holmes  the  print 
to  see  if  he  could  read  it — it  was  the  constitution  of  Massachusetts — 
he  brushed  it  aside  and  said,  "  Everybody  knows  I  can  read." 
Somebody  said,  "  Well,  he  may  be  able  to  read,  but  he  doesn't  know 
what  it  means."  I  think  Mr.  Justice  Holmes.  Mr.  Justice  Brandeis 
and  Mr.  Justice  Stone  know  somewhat  better  what  it  ought  to  mean 
than  some  of  their  colleagues  do. 

It  is  very  hard  to  give  an  exposition  of  constitutional  law  which 
will  be  clear  and  lucid  to  every  one.  I  had  an  experience  of  that 
kind,  showing  the  difficulty.  There  was  a  young  man  who  took  a 
vacation  from  Harvard  Law  School  and  took  a  summer  session  at 
Columbia,  and  took  a  course  in  constitutional  law  that  I  gave  there 
then.  He  got  a  nice  B  in  the  course.  He  came  back  to  Harvard 
a  year  later  and  registered  for  the  course  that  I  was  then  giving  at 
Harvard.  I,  knowing  of  course  that  he  wanted  a  soft  snap,  re- 
buked him  in  the  presence  of  his  fellows.  I  said,  "  Why  do  you 
take  my  course  over  again  when  you  had  it  once  ?"  "  Well,"  he 
said.  "  I  wanted  to  find  out  what  it  was  about."  He  took  it  over 
and  got  a  D.  li  he  had  studied  under  me  one  more  year  I  am  sure 
I  could  have  reduced  his  knowledge  of  constitutional  law  to  zero. 

I  don't  believe  that  we  want  any  learned  discussions  of  these 
questions  here,  so  I  will  close  with  a  story  on  myself,  which  may 
indicate  my  judgment  of  the  discretion  of  the  Supreme  Court  in 
some  of  our  recent  decisions. 

When  I  was  twenty-eight  years  old  my  father  sent  me  a  hand- 
some check  and  said  he  wanted  me  to  get  a  watch  with  it.  He  said, 
'■  I  have  always  intended  to  give  you  a  good  watch  when  you  should 
reach  years  of  discretion,  but,"  he  said,  "  I  have  decided  not  to 
wait." 

Chairman  Holcomb:  There  are  a  few  moments  for  the  discus- 
sion of  papers  and  on  the  remarks  that  have  been  made. 

Henry  M.  Powell  (New  York)  :  In  the  case  of  the  Macallen 
Company  v.  C ovimontsjealth  of  Massachusetts,  recently  decided  by 
the  United  States  Supreme  Court  (May  27,  1929),  it  was  held  that 
the  Massachusetts  excise  tax  was  unconstitutional,  to  the  extent  that 
it  attempted  to  tax  a  corporation  on  net  income  derived  from  United 
States  bonds  and  from  state  and  municipal  securities. 

In  the  dissenting  opinion  Mr.  Justice  Stone  said  that  the  deter- 
mination had  overturned  a  principle  established  and  sustained  for 
nearly  seventy  years,  that  federal  and  state  governments  might  im- 
pose an  excise  tax  on  corporations  for  the  privilege  of  doing  busi- 
ness in  a  corporate  capacity,  which  privilege  might  be  measured  by 
a  tax  on  their  property  or  on  their  entire  net  income,  including  tax- 
exempt  securities  or  the  income  derived  therefrom.     {Proi'idcnt  In- 
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stitiiiioii  V.  Massachusetts,  94  Mass.  312;  The  Society  for  Saz'ings 
V.  Coite,  6  Wall.  594;  Home  Insurance  Co.  v.  New  York,  134  U.  S. 
594;  Flint  v.  Stone  Tracy  Co.,  220  U.  S.  107.)  The  reasons  assigned 
for  the  decision  in  the  opinion  of  the  majority  will  be  referred  to 
hereafter. 

The  final  result  in  the  Macallen  case  may  have  an  important 
influence  on  the  tax  laws  of  New  York,  California,  Oregon,  Wash- 
ington and  other  states  which  have  changed  their  systems  of  taxa- 
tion, to  include  an  income  tax  on  corporations.  Indeed,  the  states 
of  New  York,  California,  Oregon  and  Washington  have  joined  with 
Massachusetts  for  leave  to  be  heard  on  the  motion  for  reargument 
of  the  Macallen  case  at  the  October  Term  of  the  United  States 
Supreme  Court. 

New  York  has  had  a  corporation  franchise  tax  for  nearly  fifty 
years.  From  1880  this  tax  assumed  the  form  of  a  capital  stock  tax 
based  on  the  value  of  the  capital  of  the  corporation  employed  in 
business  in  the  state,  and  the  United  States  Supreme  Court  has  sus- 
tained its  validity,  even  where  the  valuation  of  the  capital  included 
United  Statse  bonds.  {Home  Insurance  Co.  v.  New  York,  supra.) 
It  should  be  noted,  however,  that  there  was  no  specific  attempt  in 
the  Capital  Stock  Tax  Law  to  mark  or  designate  federal  securities 
for  taxation. 

In  1917  the  State  of  New  York  developed  a  plan  of  state  taxation 
and  imposed  a  tax  of  3%  on  mercantile  and  manufacturing  corpora- 
tions. The  United  States  had  in  1917  already  passed  a  constitu- 
tional amendment  providing  for  an  income  tax.  Prior  to  this  and 
in  1909,  Congress  had  jiassed  what  was  known  as  a  "'  special  excise 
tax  "'  to.be  paid  by  cor])orations  for  the  privilege  of  exercising  their 
franchises.  These  federal  taxes  on  corporations  had  been  upheld 
by  the  United  States  Supreme  Court.  (Peck  v.  Lozvc,  247  U.  S. 
165;  Flint  v.  Stone  Tracy  Co.,  supra.) 

Under  the  new  corporation  income  tax  law  the  state  authorities 
were  relieved  of  much  of  the  administrative  difficulties  in  enforcing 
the  tax,  because  the  tax  was  to  be  based  on  the  net  income  returned 
to  the  United  States  Treasury  Department.  The  federal  law  re- 
quired corporations  to  make  a  return  and  to  file  in  detail  their  gross 
income,  allowed  certain  deductions,  exemptions  and  credits,  and 
provided  for  certain  exclusions  from  gross  income.  Among  the  ex- 
clusions from  gross  income  was  the  interest  from  federal  securities 
and  from  state,  municipal  and  county  bonds.  Since  the  federal  in- 
come and  income  from  state,  municipal  and  county  bonds  are  not 
generally  taxable  under  the  federal  law.  such  income  was  not  tax- 
able under  the  state  law.  There  was  no  change  in  this  situation 
imtil  about  1920,  when  the  New  York  tax  forms  for  the  first  time 
required  a  return  of  income  that  had  not  been  included  in  the  net 
income  returned  to  the  United  States  Treasury  Department,  viz., 
income  from  federal  securities. 
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Up  to  1923  the  New  York  tax  authorities  continued  to  include 
such  income  in  the  franchise  tax  assessments,  but  in  that  year  a  case 
was  presented  to  the  New  York  Court  of  Appeals  which  led  to 
definite  legislation  directing  the  taxation  of  such  income.  The 
Standard  Oil  Company  of  New  York  had  appealed  from  the  Tax 
Commission's  method  of  including  interest  on  federal  securities  and 
state  bonds  as  part  of  the  income  to  be  taxed  under  the  franchise 
tax  law.  In  determining  that  case  the  New  York  Court  of  Appeals 
held  that  there  was  no  authority  under  the  federal  law  to  include 
as  part  of  the  gross  income  of  the  corporation,  income  from  tax- 
exempt  federal  securities  or  income  from  tax-exempt  bonds,  and 
since  there  was  no  authority  under  the  state  law  to  include  anything 
as  gross  income  that  was  not  included  under  the  federal  law,  such  a 
tax  was  illegal  and  invalid.  The  court's  decision  held  further  that 
interest  on  United  States  bonds  might  be  included  in  estimating 
gross  income  if  it  did  not  come  within  the  prohibition  of  sub- 
division 4  of  Section  213-b  of  the  Federal  Income  Tax  Law\ 
(People  ex  rel.  Standard  Oil  Co.  v.  Law,  237  N.  Y.  142.) 

Immediately  after  this  decision,  and  early  in  1924.  the  Xew 
York  legislature  passed  an  amendment  to  the  franchise-tax  law,  by 
which  there  appeared  in  the  statute  for  the  first  time  a  definition 
of  "entire  net  income"  which  included,  among  other  things,  interest 
received  from  federal,  state,  municipal  and  other  bonds. 

The  United  States  Supreme  Court  has  now  held  in  the  Macallen 
case  that  a  state  may  not  tax  the  privilege  of  doing  business  under 
the  guise  of  a  franchise  tax  by  measuring  it  in  part  by  interest  from 
non-taxable  securities.  In  other  words,  what  may  not  be  done 
directly  cannot  be  done  indirectly.  The  high  court  said  in  its 
opinion  that  the  inference  of  indirection  will  be  drawn  from  a  con- 
sideration of  the  history,  surrounding  circumstances  or  the  statute 
itself  considered  in  all  its  parts. 

The  Supreme  Court,  like  the  Gods  of  ancient  Olympus,  may  occa- 
sionally nod,  but  the  majority  of  that  court  could  not  close  their 
eyes  to  something  that  was  "  as  wide  as  a  church  door  and  as  deep 
as  a  well." 

The  record  in  the  ]\Iacallen  case  discloses  that  the  State  of  Massa- 
chusetts in  1925  practically  followed  the  example  of  New  York  in 
incorporating  a  definition  of  net  income  into  the  statute,  which  pro- 
vided for  the  taxation  of  federal  securities.  Prior  to  1925  the  in- 
come from  federal  securities  and  state,  county  and  municipal  bonds 
was  exempt  in  Massachusetts.  In  1925  the  Massachusetts  statute 
sought  to  place  the  interest  on  these  securities  under  the  head  of 
taxable  income. 

Until  1924  the  State  of  New  ^'ork  had  no  distinct  legislative  pro- 
vision for  the  taxing  of  these  non-taxable  securities.  In  1924  there 
was  an  express  provision  incorporated  in  the  New  York  statute  to 
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tax  tliese  exempt  securities.  California.  Washington  and  Oregon 
followed  the  example  of  Xew  York  in  taxing  federal  securities 
under  their  corporation-tax  laws. 

CH.A.IRMAN  HoLCOMB :  Your  time  has  expired. 

Mr.  Powell  :  I  can  finish  in  one  sentence,  or  one  paragraph. 

While  the  direct  efifect  of  the  Macallen  decision  applies  only  to 
business  corporations,  and  the  amount  of  federal  securities  owned 
by  business  corporations  is  relatively  small,  the  determination  in 
that  case  will  have  an  important  bearing  on  the  corporate  franchise 
tax  of  banks,  since  the  income  of  banks  from  federal  securities  is 
very  much  greater.  In  one  New  York  City  bank  alone,  out  of  a 
total  capital  of  $250,000,000,  nearly  $65,000,000  is  invested  in  fed- 
eral bonds  and  securities. 

Will  the  United  States  Supreme  Court  grant  a  re-argument,  and 
if  it  does,  will  it  change  its  position?  Whether  or  not  a  re- 
argument  is  granted,  it  is  doubtful  whether  the  Supreme  Court  will 
change  its  position  as  to  the  non-taxability  of  income  from  tax- 
exempt  securities,  no  matter  how  sweeping  may  be  the  efifect  of  its 
decision. 

Chairman  Holcomb  :  It  is  too  bad  we  are  limited  by  our  agree- 
ment at  the  start  of  the  session,  but  there  are  a  few  minutes. 

James  P.  Kohler  (New  York)  :  Mr.  Chairman  and  Gentlemen: 
This  has  been  a  very  interesting  discussion  as  to  the  confusion  in 
the  present  system  of  taxes.  Everything  is  all  balled  up ;  even  the 
Supreme  Court  of  the  United  States  and  everybody  else.  Now,  this 
bank  question  I  have  in  mind — 

Henry  F.  Long  (Massachusetts):  I  don't  know  whether  the 
gentleman  realizes  it  or  not,  but  there  are  many  people  here  from  a 
great  many  states  of  the  Union  that  are  extremely  interested  in  the 
technical  side  of  this  bank  thing.  As  I  understood  it,  there  was  to 
be,  perhaps,  a  conference  representing  the  states  after  this  session, 
and  we  surely  don't  want  to  lose  any  of  you.  I  suggest,  because  I 
think  Mr.  Kohler  will  be  here  with  us  for  some  time,  that  he  be 
allotted  some  certain  time  during  the  conference  for  any  extended 
remarks  he  wants  to  make. 

James  P.  Kohler:  I  don't  want  to  make  any  extended  remarks. 
Let  me  have  my  time  that  you  are  wasting,  and  I  will  be  through. 
I  want  to  refer  to  the  Columbia  University  man's  address,  a  very 
able  address,  and  I  thought  he  was  a  very  learned  lawyer.  Colum- 
bia University  is  my  alma  mater. 

Now,  I  have  in  mind  the  First  National  Bank  of  New  York,  on 
the  corner  of  Broadway  and  Wall  Street.  I  would  not  tax  anything 
of  that  bank's  property  except  the  land  under  that  building.     But.  I 
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would  do  some  other  things.  I  would  abolish  exempted  securities, 
because  you  can  see  that  that  bank,  by  using  exempt  securities,  may 
run  into  that  hole,  when  they  want  to  avoid  taxes.  Then  I  would 
take  away  from  the  banks  the  privilege  of  issuing  currency,  because 
that  encourages  the  issuing  of  United  States  bonds,  and  wlien  the 
bonds  run  out,  and  the  banks  have  no  basis  for  their  currency,  they 
start  another  war,  to  get  us  into  a  lot  of  other  trouble. 

So,  my  remedy  is  a  single  tax  on  the  land  of  the  First  National 
Bank  on  the  corner  of  Broadway  and  Wall,  and  that  would  cut  the 
taxes  in  other  directions. 

Chairman  Holcomb  :  I  am  sure  under  our  agreement  we  ought 
now  to  close. 

(Adjournment) 
26 


NINTH  SESSION 

Thursday.  September  12,  1929, 
8:30  o'clock  P.  M. 

Chairman  Graves:  Please  come  to  order. 

It  may  interest  you  to  know  that  today  we  have  registered  785 
delegates.  They  represent  44  American  states,  the  District  of  Co- 
lumbia, three  Canadian  Provinces,  and  Porto  Rico.  I  believe  that 
is  by  all  odds  the  largest  registration  we  have  ever  had. 

At  the  conclusion  of  this  meeting  the  golf  prizes  will  be  awarded 
in  the  lobby  or  lounge  of  the  hotel,  in  that  part  of  it  near  where 
the  orchestra  plays. 

Without  further  ado  I  wish  to  introduce  Mr.  E.  L.  Fisher,  Chair- 
man of  the  State  Tax  Commission  of  Oregon.   .  Mr.  Fisher. 

E.  L.  Fisher,  State  Tax  Commissioner  of  Oregon,  presiding. 

Chairman  Fisher:  Ladies  and  Gentlemen:  It  is  an  unusual 
honor  for  an  unsophisticated  delegate  from  a  far-away  state  to  be 
privileged  to  preside  over  this  very  distinguished  gathering.  I  trust 
the  many  more  able  and  experienced  members  will  lend  their  gen- 
erous indulgence. 

We  are  drawing  very  near  the  close  of  the  greatest  conference 
of  this  kind  ever  held.  There  has  been  a  liberal  offering  of  very 
interesting  and  instructive  tax  information.  The  attendance  to- 
night indicates  that  our  enthusiasm  has  not  been  impaired,  but  I 
assume  there  is  some  little  feeling  of  weariness,  and  in  view  of  the 
fact  that  we  have  a  rather  long  session  ahead  of  us  this  evening,  it 
will  meet  your  pleasure  to  proceed  as  quickly  as  possible  with  the 
regular  program. 

First,  I  would  like  to  again  request  the  speakers  to  conform  to 
the  time  limit  which  has  been  adopted  by  this  conference.  We  have 
been  very  fortunate  in  having  in  this  association  the  counsel  and 
advice  of  our  leading  college  and  university  economists.  We  have 
two  of  these  gentlemen  on  the  program  this  evening.  The  first 
paper  deals  with  the  very  interesting,  popular  and  unpopular  sub- 
ject, the  General  Sales  Tax.  I  take  great  pleasure  in  presenting  at 
this  time  Dr.  Jens  P.  Jensen  of  the  University  of  Kansas. 

Proke:sor  Jexs  P.  Jexsex  (Kansas)  :  Mr.  Chairman,  Members 
Of  iho  Conference,  and  others:   It  is  a  very  strange  thing  that  when- 

(402) 
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ever  I  appear  on  this  platform  my  friends  always  urge  me  to  be 
brief.  Last  year  Mr.  Brindley  said,  '"  For  God's  sake,  be  brief," 
and  I  was.  This  time  my  very  good  friend  Judge  Zoercher  from 
Indiana  said,  '"  Read  twenty  minutes  and  w-e  will  give  you  leave  to 
print."  It  may  be  that  I  shall  need  only  fifteen  minutes,  and  it  is 
quite  possible  that  I  could  then  extend  the  other  five  minutes  to  my 
single-tax  friend  from  Milton. 

GENERAL  VERSUS  SELECTIVE  SALES  TAXES 

JENS   P.   JENSEN 
University  of  Kansas 

I.  Introduction 

Last  winter,  when  the  Kansas  legislature  was  debating  a  bill  to 
impose  a  10%  sales  tax  on  cosmetics,  one  of  my  fellow  townsmen 
remarked  that  it  was  unfair  to  single  out  the  cosmetics  dealers  to 
pay  a  tax,  leaving  other  dealers  free.  In  his  view,  if  anybody  pays 
a  sales  tax,  everybody  making  any  sales  should  pay  it  at  the  same 
rate.  He  voiced  the  undiscriminating  attitude  of  a  majority  of 
Kansas  and  other  voters.  They  believe  that,  in  whatever  form  taxes 
appear,  they  must  be  spread  uniformly  on  everybody.  The  slogan. 
"  Equal  treatment  for  everybody,"  has  a  powerful  popular  appeal, 
though  it  may  not  mean  anything,  and  may  be  impossible  of  appli- 
cation. It  was  this  blind  faith  in  uniformity  and  universality  of  all 
taxes  which  saved  the  cosmetics  dealers  from  the  10%  tax  when 
they  objected,  10,000  strong,  that  it  would  ruin  them.  It  was  this 
same  faith  that  supported  a  bill  in  the  Kansas  House  of  Represen- 
tatives to  tax  all  gross  sales  and  gross  incomes  at  the  uniform  rate 
of  J^  of  1  mill  on  the  dollar. 

It  is  my  thesis  that  an  acceptable  tax  apportionment  cannot  be 
had  by  means  of  any  one  tax,  or  two  or  three  taxes,  each  purport- 
ing to  tax  everything, and  everybody  and  to  treat  everybody  alike. 
I  believe  that  this  undiscriminating  faith  in  superficial  uniformity 
and  universality  has  done  harm  to  the  cause  of  tax  reform. 

Of  course  really  uniform  and  universal  taxation  is  desirable,  as 
far  as  practicable.  It  should  be  presumed,  and  non-uniformity  and 
non-universalit}^  should  be  capable  of  justification.  It  is  axiomatic 
that  if  equals  are  treated  alike,  the  results  are  equal ;  but  it  is  equally 
axiomatic  that  if  unequals  are  treated  alike,  the  results  are  unequal. 
The  difficulty  with  the  popularly  favored  uniform  and  universal 
taxation  is  that  it  is  applied  to  objects  that  are  significantly  unequal. 
Our  experience  with  the  so-called  general  property  tax  should  have 
taught  us  that  fact.  There  can  seldom  be  any  good  reason  why  two 
parcels  of  real  estate  in  the  same  tax  district  should  not  l)ear  the 
same  tax;  but  there  is  valid  objection  to  treating  them  alike  if  one 
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of  them  is  mortgaged  and  the  mortgage  is  also  equally  fully  taxed. 
That  the  objects  are  reducible  to  a  common  denominator,  such  as 
market  value  or  volume  of  gross  sales,  cannot  always  justify  uni- 
form and  universal  taxation.  Such  common  denominator  does  not 
always  eliminate  the  inequalities  resulting  from  improperly  uniform 
and  universal  taxation. 

II.    The  General  S.\les  Tax 

The  latest  tax  for  which  a  universal  and  uniform  application  is 
sought  in  the  American  commonwealths  is  the  sales  tax.  Particular 
sales  taxes  on  tobacco,  beverages,  and  sometimes  other  articles  the 
federal  treasury  has  long  used.  For  state  revenue  the  sales  tax  on 
gasoline  has  attained  in  a  decade  a  phenomenal  success;  and  in  a 
scattered  and  somewhat  desultory  fashion  selective  sales  taxes  on 
tobacco,  amusements,  soft  drinks,  and  other  articles  appear  in  sev- 
eral states.^     On  the  whole  they  have  not  been  very  satisfactory. 

General  sales  taxes  have,  until  recently,  been  unfamiliar  subjects 
to  the  American  legislator.  They  are,  of  course,  very  old.  Adam 
Smith  denounced  them  roundly.  Sales  taxes  of  a  somewhat  general 
scope  there  were,  before  the  recent  war,  in  Mexico  and  the  Philip- 
pines, and  possibly  elsewhere.  In  the  United  States,  however,  as 
far  as  I  can  learn,  a  federal  general  gross  sales  tax  was  not  pro- 
posed until  the  period  of  the  Civil  War.  Serious  as  w-as  then  the 
fiscal  emergency,  it  was  not  deemed  serious  enough  to  warrant  the 
introduction  of  a  gross  sales  tax. 

Then  came  the  recent  war  with  its  fiscal  emergencies  in  every 
belligerent  and  many  neutral  countries.  Sales  taxes  more  or  less 
general  in  scope  took  their  places  alongside  of  capital  levies  and 
other  fiscal  devices.  The  experience  of  these  countries  with  gen- 
eral sales  taxes  has  been  treated  -  by  Professor  Buehler  of  Vermont. 
I  think  his  conclusions  may  be  fairly  summarized  as  follows :  They 
were  regarded  as  emergency  taxes,  opposed  by  many  classes,  and 
retained  only  because  revenue  from  any  other  source  is  not  avail- 
able, but  they  will  probably  disappear  or  be  so  modified  as  to  lose 
their  character  as  general  sales  taxes.  They  have  been  productive 
of  considerable  revenue,  and  the  cost  of  administration  has  not  been 
excessive.  But  they  are  regressive  in  their  incidence  and  repressive 
upon  business. 

In  the  United  States  a  federal  general  sales  tax  has  been  advo- 
cated during  the  past  decade  as  a  substitute  for  the  personal  and 
corporate  income  taxes.  Repeated  efforts  in  Congress  have  failed 
to  secure  its  adoption.  Its  advocates  have  now  turned  to  the  states, 
and  during  the  past  four  or  five  years  taxpayers  of  means  have  been 

^  See  E.  T.  Miller,  "  State  Excise  Taxes,"  Proceedings.  1926,  pp.  224-37. 
-  Jour.  Pol.  Ecoii.,  Ajiril,  192S. 
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asked  to  contribute  moncv  to  a  fund,  perhaps  to  several  funds,  for 
the  promotion  of  the  sales  tax.  Business  men  have  been  circular- 
ized with  propaganda.  Besides,  property  taxes  have  been  rapidly 
risino-  The  gasoline  tax.  which  is,  of  course,  a  sales  tax.  has 
demo'listrated  its  capacity.  The  seed  fell  upon  fertile  ground;  and 
if  I  mistake  not  there  is  a  widespread,  though  undiscnminatmg. 
sentiment  in  favor  of  general  sales  taxes  for  state  purposes. 

Measuring  the  results  in  terms  of  sales  taxes  actually  adopted, 
there  is  little  to  report.  The  selective  sales  taxes,  discussed  by 
Professor  Miller  as  excise  taxes  in  1926.  and  with  which  certain 
states,  particularlv  in  the  South,  are  still  experimenting,  were  prob- 
ably adopted  largely  independently  of  the  general  sales  tax  propa- 
ganda. The  same  is  doubtless  true  of  the  West  Virginia  gross  sales 
tax  of  1921,  amended  in  1925.  And  it  is  certainly  true  of  the  Penn- 
sylvania mercantile  license  tax  of  long  standing,  whose  abolition 
was  urged  by  the  special  tax  commission  in  1926.  The  only  tax 
which  might  possibly  have  been  so  influenced  is  probably  the 
Georgia  tax  on  gross  incomes,  enacted  within  the  past  month. 

In  "fact  there  does  not  appear  to  be  a  single  state  whose  taxes 
have  been  influenced  appreciably  by  the  propaganda  for  the  general 
sales  tax,  except  possibly  Georgia.  But  the  propaganda  was  back 
of  the  unsuccessful  attempts  to  adopt  general  sales  taxes  m  at  least 
two  states,  Kansas  and  Tennessee,  possibly  others  as  well.  The 
Kansas  bill  would  tax  all  sales  and  all  gross  receipts  of  money,  at 
the  rate  of  ^  of  1  mill  on  the  dollar.  The  Tennessee  proposal  was 
similar  in  its  general  outline.  Both  failed.  As  far  as  I  could  learn, 
even  more  meagre  success  was  attained  elsewhere,  except  in  Georgia, 
where  the  rates  range  from  >4  to  3  mills. 

The  explanation,  in  view  of  the  prevailing  sentiment,  is  probably 
something  like  this.  So  long  as  it  can  be  discussed  in  the  abstract, 
a  general  sales  tax  appeals  because  of  its  simplicity.  It  has  the 
apparent  advantage  of  universality  and  uniformity,  which  are  popu- 
larly supposed  to  produce  equality.  But  as  soon  as  the  legislature 
begins  to  apply  it  to  an  actual  local  situation  its  fundamental  de- 
fects appear  even  before  it  is  adopted. 

III.  The  Gener.\l  S.\les  Tax  as  a  St.\te  Tax 
A  general  sales  tax  for  state  purposes  is  a  local  tax.  State  boun- 
daries do  not  exist,  practically  speaking,  for  trade  and  industry. 
National  boundaries  do,  as  is  familiar  to  every  exporter  or  importer 
who  must  get  his  goods  over  a  tariff  wall.  A  large  share  of  the 
shortcomings  of  the  general  sales  tax.  as  indeed  of  almost  any  sales 
tax.  may  be  charged  to  the  circumstance  that  it  is  a  local  tax.  The 
shifting  cannot  take  place  with  the  same  ease,  if  at  all.  as  if  the  tax 
were  national.  If  we  are  to  have  general  sales  taxes,  they  should 
b-  imposed  bv  the  national  rather  than  the  state  governments. 
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It  is  assumed  by  the  advocates  of  the  general  sales  tax.  as  a  sub- 
stitute for  the  income  tax,  that  it  would  be  shifted  forward  uni- 
formly and  become  a  part  of  the  price  of  consumers'  goods  so  that 
everybody  would  bear  taxes  in  proportion  to  his  consumption.  The 
resulting  increase  in  the  cost  of  living  is  of  course  unfortunate, 
they  say,  but  then  the  sales  tax  is  better  than  the  income  tax,  which 
is  also  shifted  forward  so  that  consumers  bear  it,  and  do  so  without 
knowing  it.  These  people  have  become  staunch,  though  not  very 
logical  or  discriminating,  disciples  of  the  diffusion  doctrine  of  taxes, 
at  least  of  the  income  tax.  They  argue  that  the  sales  tax  is  superior 
to  the  income  because  of  the  certainty  of  its  shifting.  All  of  it 
and  no  more  will  be  shifted.  The  taxbearer  will  know  exactly  how 
heavy  his  tax  burden  is,  which  is  said  not  to  be  true  of  the  in- 
come tax. 

Now  this  assertion  of  incidence  is  false.  If  the  sales  tax  were 
national,  doubtless  a  great  part  of  it  would  be  shifted  forward.  But 
the  shifting  even  of  a  national  sales  tax  would  be  very  uncertain. 
If,  however,  the  tax  is  levied  by  a  state  surrounded  by  other  states 
that  do  not  have  such  a  tax,  the  incidence  becomes  exceedingly 
uncertain,  variable  and  complicated.  Since  the  incidence  of  the 
general  sales  tax  as  a  local  tax  is  significant,  I  propose  briefly  to 
indicate  what  I  think  would  happen  in  a  state  whose  neighbors  im- 
pose no  such  tax.  For  I  believe  that  whatever  of  experimentation 
there  is  to  be  with  the  general  sales  tax  will  be  done  by  states  under 
such  conditions. 

At  one  extreme  are  the  sales  taxes  paid  by  the  extractive  indus- 
tries, that  is  to  say.  farming,  forestry  and  mining.  Such  taxes  will 
not  be  shifted  appreciably  but  will  be  capitalized  and  will  reduce, 
by  the  amount  of  the  present  value  of  all  such  expected  taxes,  the 
value  of  the  natural  resources  which  these  industries  are  exploiting. 
These  products  are  sold  in  a  market  not  aft'ected  by  the  tax.  There 
would  be  probably  some  shifting  if  the  entire  supply  were  taxed 
equally.  But,  as  an  example,  it  is  agreed,  I  believe,  that  the  Minne- 
sota 6%  tax  on  the  privilege  of  mining  iron  ore  and  on  royalties  is 
so  capitalized.  Likewise  the  West  Virginia  tax  on  coal.  oil.  and 
gas,  as  well  as  the  severance  taxes  found  in  a  few  other  states,  must 
be  capitalized  rather  than  shifted.  Such  taxes,  if  heavy  under  the 
local  conditions,  or  if  improperly  imposed,  may  cause  the  exploita- 
tion to  cease  by  forcing  the  plants  to  shut  down,  but  there  can  be 
very  little  if  any  shifing.  The  argument  sometimes  advanced  in 
West  Virginia  that  taxes  paid  by  the  mine  operators  of  the  state  are 
reimbursed  by  consumers  in  other  states  is  misleading. 

At  the  other  extreme  are  the  mobile  industries  and  activities,  ever 
shifting  from  one  state  to  another,  seeking  locations  having  the  most 
favorable  conditions  of  raw  material,  transportation,  labor  supply, 
etc.    For  industries  that  are  completely  mobile,  which,  of  course,  is 
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true  of  relatively  few,  there  must  be  shifting  of  the  tax  or  the  in- 
dustry will  move  out.  This  does  not  always  necessarily  mean  dis- 
mantling a  plant.  All  that  is  necessary  may  be  to  divert  orders  to 
plants  in  other  states  owned  by  the  same  corporation. 

Between  the  two  extremes,  on  the  one  hand  the  industries  that 
are  necessarily  located  in  the  taxing  state,  and,  on  the  other,  those 
that  are  free  to  move  away  from  any  threatened  tax,  fall  most 
business  activities.  And  for  them  it  may  be  very  difficult  to  say 
how  far  they  can  shift  the  tax  if  at  all,  or  whether  they  must  capi- 
talize it,  or  move  away,  or  shut  down. 

But,  for  one  very  significant  purpose,  it  makes  little  ditterence 
whether  the  sales  tax  is  capitalized  or  shifted  forward.  So  long  as 
it  is  a  local,  that  is,  state  tax,  it  will  be  a  burden  upon  the  fixed 
property  of  the  state  directly  or  indirectly,  very  much  as  the  prop- 
erty tax  was  before  it.  For  the  tax,  if  paid,  is  either  capitalized  or 
shifted.  In  so  far  as  the  tax  is  capitalized,  as  will  be  the  case, 
largely,  with  the  sales  tax  on  industries  exploiting  natural  resources, 
the  tax  directly  reduces  the  value  of  such  property.  In  so  far  as 
the  tax  is  shifted  forward  it  must  increase  the  cost  of  living  in  the 
state;  and,  if  labor  is  at  all  mobile,  the  labor  cost  will  be  increased, 
as  will  other  items  of  cost.  This  fact  will  make  the  state  a  less 
desirable  place  in  which  to  carry  on  business.  And  while  the  tax 
would  in  this  way  hardly  precipitate  an  immediate  wholesale  indus- 
trial exodus  from  the  state,  it  would  in  time  check  the  industrial 
development  sufficiently  to  lower  property  values. 

It  is  clear,  therefore,  that  in  a  sense,  and  in  a  degree,  the  sales 
tax  will  fail  to  accomplish  the  purpose  for  which,  as  a  state  tax,  it 
is  chiefly  sought.  Property  owners  assert  that  property  values  have 
been  depressed  through  the  rapidly  increasing  non-shif table  taxes 
on  property;  and  this  assertion  is  correct.  They  seek  relief  from 
the  property  tax  through  the  general  sales  tax.  But.  for  the  fixed 
property  of  the  state  as  a  w-hole,  it  appears  that  there  will  be  no 
such  or  very  little  relief.  The  taxing  authorities  give  relief  with 
one  hand,  in  reducing  the  property  tax  rate,  and  take  it  away  with 
the  other  hand,  in  imposing  the  sales  tax. 

Of  course,  no  labor  and  no  capital  employed  in  a  state  is  com- 
pletely and  instantly  mobile.  Also,  residents  living  on  their  income 
cannot  instantly  remove  to  other  states  in  order  to  escape  a  sales 
tax.  Yet,  some  degree  of  mobility  these  factors  have,  and  in  time 
the  tax  will  strongly  tend  to  come  to  rest  on  local  fixed  property. 
During  the  interval  labor  and  resident  capitalists  may  be  required 
to  bear  a  higher  cost  of  living;  mobile  capital,  until  it  may  be  re- 
moved, to  accept  a  lower  return ;  and  these  contributions  may  tem- 
porarily redound  to  the  benefit  of  the  fixed  property  that  must 
remain.     During  the  interval  there  is  capitalization  of  the  tax. 

If  it  is  true  that  the  burden  of  the  local  general  sales  tax  will 
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rest  on  the  local  fixed  property,  as  did  the  tax  on  property  which  it 
partly  displaces,  then  it  might  be  said  that  there  can  be  no  good  and 
no  harm  in  a  general  sales  tax ;  but  that  statement  is  not  necessarily 
or  even  probably  true. 

In  the  first  place,  the  burden  of  the  sales  tax  on  local  fixed  prop- 
erty might  be  heavier  than  would  an  addition  to  the  existing  prop- 
erty tax  designed  to  raise  the  same  revenue.  For  there  is  the  extra 
cost  of  collecting  the  sales  tax,  which  an  addition  to  the  property  tax 
levy  would  not  entail.  Again,  as  I  propose  to  show  presently,  the 
sales  tax  might  cause  an  uneconomical  dislocation  within,  as  well  as 
an  exodus  from  the  state  of  its  business  enterprises. 

In  the  second  place,  even  though  the  burden,  on  local  fixed  prop- 
erty as  a  whole,  imposed  by  the  general  sales  tax  were  exactly  equal 
to  that  burden  of  which  the  property  is  relieved  by  the  reduction  in 
the  property  tax  levy,  there  would  still  be  some  classes  of  property 
and  certainly  many  individual  taxpayers  whose  property  would  be 
more  heavily  burdened  by  the  sales  tax  than  by  the  property  tax. 
while  others  would  be  correspondingly  relieved.  That  certainly 
would  be  true  if  the  sales  tax  were  imposed  at  a  uniform  rate  on  all 
sales  as  in  case  of  the  proposed  Kansas  and  Tennessee  sales-tax  pro- 
posals. For  the  amount  of  the  property  employed  in  different  classes 
and  units  of  business  varies  widely,  from  next  to  nothing  to  a  very 
large  percentage  of  the  volume  of  the  sales.  And  if  the  rates  of 
the  sales  tax  were  to  vary  widely  as  they  do  in  West  Virginia,  from, 
for  example,  a  very  low  rate  on  sales  at  wholesale  to  a  very  high 
rate  on  sales  of  gas  and  oil,  there  would  of  course  be  an  oppor- 
tunity for  equalizing  partly  the  sales-tax  burden  with  the  burden 
of  the  property  tax  on  the  various  classes  of  property  and  business. 
But  there  would  also  be  the  opportunity  for  making  the  sales-tax 
burden  especially  heavy  on  some  classes  and  very  light  on  others. 
It  is  agreed,  I  believe,  that  the  sales  taxes  on  mineral  products  in 
West  Virginia  has  reduced  the  net  income,  and  hence  the  capital 
value  of  these  resources,  far  more  than  they  would  have  been  re- 
duced through  a  property-tax  levy  designed  to  produce  an  equal 
revenue.  For  the  seven  years  in  which  the  sales  tax  has  been  in 
force  in  West  Virginia  the  extractive  industries  have  paid  about 
44%  of  its  total  yield,  and  since  the  rates,  beginning  in  1925,  are 
higher  than  in  1921  on  the  extractive  industries,  these  industries  are 
now  paying  probably  about  50/f  of  the  yield  of  the  sales  tax.  This 
is,  of  course,  a  higher  percentage  than  they  would  pay  on  the  basis 
of  the  property  tax.  And  this  discrimination  is  intentional  in  West 
Virginia,  being  the  local  equivalent  of  the  preference  for  the  sever- 
ance tax  in  other  states.  A  sales  tax.  whether  general  or  selective, 
produces  effects  similar  to  those  produced  by  a  general  classification 
of  property  for  taxation  at  different  rates  on  each  class.  But  it 
cannot  be  expected  to  bring  noticeable  relief  to  the  property  owners 
as  a  group. 
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IV    Heterogeneity  of  Gross  Sales 

taxes  on  all  sales  at  -  "">!°™  ssee  tl^^rosf  ncome  from  profes- 
r„Tse  "ices"'  :  7  h"^..:::  SoL  in  respects  that  are  hi.hly 
Jgntam  for  taxation  purposes.    These  differences-n.ay  be  po.n.ed 

out  briefly  as  follows :  ,         ,f 

'-  ,  A       r.]A   vTi-v   in   resnect  to  the  number   ot 

Tn  tlip  first  olace  goods  sola  \a!\    m   rcb^c^L 

heen^eriously  affected  had  the  proposed  Kansas  gross  sales  tax  be- 

5%-irr:;:cS-a^^,^=e;^:^^ 
Srsf^>;r-^':i:^x;^^'o-e::s^rL^':^ 

thuigs  ^f ^""r^  i^^^  ^the   wheat  into  bread  on   the   consumers 

rnpears  to  mplv  that  the  taxes  paid  are  all  shifted  forward,  e- 
appears  to  nnp  v  particular  case  there  would 

TeT  manftaxe  hat?;ould  certainly  be  economical  to  avoid 
most  orthembv  shipping  the  wheat  out  of  the  state  except  pos.Wy 
Tmal  amounts 'for  consumption  in  the  u.terior  par  s  o     tl^  ^^^^^^^^^ 

tteUansacTon.  The  curtailing  of  industry  withu.  the  state  would 
mean  reduced  sales,  and  decreased  tax  ^"evenue 

There  are  of  course  articles  whose  normal  sales  u  the  state  a  e 
fewer  Tn  number.  Imported  articles  would  seldom  be  sold  m  tl  e 
LlTe  except  at  retail,  for  the. wholesale  transac.on  covddu.^ 
made  an  interstate  transaction  thereby  ^^°f  "f^f  ^, '^"^^,i/orm 
orobablv  is  the  worst  feature  of  the  gross  sales  tax,  at  a  ""^to"" 
rite  It  Ts  pyramided  unequally  on  different  mdustnes  and  on 
differen    p  oducts  of  the  same  industry  in  the  state.     And  it  would 

n  mo^tCavily  on  the  natiye  products  of  ^he  state  an  their  .s. 
industries  as  compared  with  the  imported  ones.  Few  states  ^^ould 
knowin^^lv  pursue  that  kind  of  tax  policy.  . 

'T:  he  second  place,  industries  differ  in  their  n-b.h^^  a  arcu    ; 
stance  noiuted  out  ahove   in   another   connection.     Extiacme   ui 
du'rtes'm^t  be  carried  on  where  the  exploited  minerals  or  farm 
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lands  are  located.  Likewise  retail  sales  must  (though  not  always 
nor  equally)  be  made  where  people  live.  The  intermediate  pro- 
cesses are  more  mobile.  But  that  is  precisely  the  kind  of  industrial 
activity  that  is  eagerly  sought  by  every  promoter  of  any  state.  It  is 
also  the  kind  of  industry  whose  presence  increases  the  amount  of 
pyramiding  by  increasing  the  volume  of  intrastate  sales.  It  is,  in 
short,  particularly  vulnerable  to  the  effects  of  a  gross  sales  tax.  It 
is  seldom  economical  for  a  state  to  pursue  a  tax  policy  that  would 
discourage  its  rnanufacturing  industries. 

The  gross  sales  tax  would,  in  case  of  manufacturing,  operate  in 
the  same  way  as  an  increase  in  the  freight  rates  into  and  out  of  the 
state.  When  one  considers  the  vigorous  opposition  to  higher  freight 
rates,  affecting  one  locality  only,  he  can  visualize  the  energetic 
opposition  to  sales  taxes  that  will  hinder  a  state's  mobile  industry 
in  competition  with  that  of  other  states. 

In  the  third  place,  gross  sales  differentiate  themselves  with  re- 
spect to  their  location.  Sales  made  near  the  borders  of  a  state  not 
having  a  gross  sales  tax  are  handicapped  in  comparison  with  those 
made  in  the  interior,  in  that  the  possibility  of  being  made  an  inter- 
state transaction,  and  therefore  tax-free,  is  increased.  It  is  not 
accidental  that  the  most  vigorous  opposition  to  the  West  Virginia 
gross  sales  tax,  particularly  as  presented  by  the  Wheeling  Chamber 
of  Commerce,  came  from  the  northern  panhandle.  There  was  even 
a  threat  on  the  part  of  these  four  counties  to  start  a  movement  for 
secession  from  West  Virginia  and  for  attaching  themselves  to 
Pennsylvania.  The  fact  that  Pennsylvania  already  has  a  mercantile 
license  tax  based  upon  retail  sales  indicates  the  opposition  to  a  gross 
sales  tax  as  compared  with  a  retail  sales  tax.  Nor  was  it  accidental 
that  the  protests  against  the  proposed  Kansas  gross  sales  tax,  in  so 
far  as  any  one  took  it  seriously  enough  to  protest,  came  from  border 
towns  such  as  Leavenworth  and  Atchison.  It  so  happens  in  many 
states  that  the  border  towns  and  cities  are  the  most  important.  They 
may  be  trusted  to  block  a  tax  that  would  handicap  them  in  compari- 
son with  the  interior. 

In  the  fourth  place,  the  uniform  gross  sales  tax,  and  this  woulfl 
be  true  of  a  uniform  retail  sales  tax  also,  will  operate  unequally 
upon  enterprises  because  of  the  nature  of  the  marketing  process. 
Convenience  goods  must  be  sold  where  consumed,  while  other  goods 
may  be  marketed  via  the  mail-order  route ;  or  the  highways  and 
motor  vehicles  may  readily  take  the  customer  to  the  market  over 
the  state  line.  Here  one  type  of  enterprise  is  set  against  another. 
In  the  conflict  between  them  the  tax  is  likely  to  fail  of  adoption. 

In  the  fifth  place,  and  this  is  important,  and  it  is  too  familiar 
to  require  extended  elucidation,  the  gross  sales  bear  no  necessary 
relation  to  the  net  earnings  out  of  which  the  taxes  are  paid.  For 
any  class  of  industry,  and  for  individual  business  units  there  are 
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good  times  and  hard  times.  The  net  return  will  now  be  large  and 
now  small;  the  gross  sales  will  vary  relatively  little;  and  the  tax 
will  be  to  pay  in  any  case.  Forward  shifting  may  be  relatively  easy 
during  the  good  times  but  difficult  when  stocks  accumulate  on  the 
shelves.  The  tax  therefore  accentuates  an  already  unfortunate  con- 
dition. The  same  of  course  is  true  of  a  property  tax,  but  it  is  not 
true  of  an  income  tax. 

Another  aspect  of  the  same  inequality,  equally  important,  is  that 
the  gross  sales  bear  varying  ratios  to  capital  employed  and  to  the 
rapidity  of  the  turnover ;  and  this  inequality  would  also  obtain  in 
case  of  a  retail  sales  tax  at  a  uniform  rate.  Personal  service  enter- 
prises employ  little  or  no  capital ;  while  others,  such  as  steam  rail- 
roads and  hydroelectric  plants,  employ  relatively  much.  A  uniform 
rate  on  all  sales,  and  even  on  all  retail  sales,  would  scarcely  be 
accepted  as  fair. 

In  the  sixth  place,  and  finally,  goods  vary  in  social  desirability. 
They  are,  more  or  less,  necessities  or  luxuries.  It  may  be  true, 
though  for  want  of  definite  information  it  is  not  pressed  here  very 
strongly,  that  necessities  such  as  bread  are  the  object  of  more  suc- 
cessive sales  and  of  greater  rapidity  of  turnover,  and  therefore  of 
more  taxes  in  the  taxing  state  than  is  true  of  luxuries.  If  this  is 
true  the  gross  sales  tax  will  be  more  regressive  than  a  uniform 
retail  sales  tax  which  in  itself  is  regressive.  This  cause  of  regres- 
siveness  can  be  partly  eliminated  by  means  of  the  substitution  of 
selective  sales  taxes  at  ditTerent  rates.  If  there  are,  as  is  probably 
true,  certain  articles  the  consumption  of  which  is  to  be  discouraged 
or  encouraged,  then  such  a  purpose  would  be  checked  by  a  uniform 
sales  tax,  whether  on  all  or  only  on  retail  sales. 

V.   Conclusions 

One  would  run  but  little  risk  in  predicting  that  a  uniform  gross 
sales  tax  or  even  a  uniform  retail  sales  tax  will  not  long  be  found 
satisfactory  in  any  state.  Not  all  sales,  not  even  all  retail  sales, 
are  equally  good  tax-bearers,  though  their  suitability  as  tax-bearers 
will  vary  from  time  to  time  and  from  place  to  place.  To  tax  all 
sales  alike  is  to  tax  some  less  and  some  more  than  the  traffic  will 
bear.  Taxation  in  excess  of  what  the  traffic  w'ill  bear  occurs  when 
business,  because  of  the  tax,  is  uneconomically  checked  in,  or 
diverted  from  the  state.  Assuming  that  a  given  amount  of  revenue 
is  to  be  raised  through  state  consumption  or  sales  taxes,  a  minimum 
of  checking  or  diversion  of  business  can  be  approximated  by  im- 
posing the  taxes  on  selected  tax-bearers,  and  by  adjusting  the  rates 
experimentally. 

Let  me  employ,  for  the  sake  of  exposition,  an  analogy  from  the 
field  of  freight-rate  making — an  analogy  which  is  not  to  be  carried 
too   far.     We   do  not  pay,   nor  permit  to   be   charged,   a   uniform 
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freight  rate  per  ton-mile,  or  i)er  dollar-mile  of  traffic  carried.  If 
such  a  uniform  freight  rate  were  to  be  charged  no  one  familiar  with 
the  transportation  could  doubt  the  results.  There  would  be  an 
enormous  decrease  in  the  low-class  traffic,  accompanied  possibly  by 
a  far  from  compensating  increase  in  the  high-class  traffic,  though 
there  might  even  be  a  decrease  in  all  classes  of  traffic.  There  would 
be  a  tremendous  decrease  in  the  aggregate  of  transportation  ser- 
vices; and  the  transportation  agencies  would  i)e  hamstrung  in  their 
capacity  to  render  service.  The  per-ton-mile  cost  would  increase. 
Society  would  sustain  a  decided  economic  loss.  In  some  such  way 
the  uniform  gross  sales  or  the  uniform  retail  sales  tax  would  check 
the  effectiveness  of  productive  enterprise  in  the  isolated  taxing 
state. 

Let  me  employ  one  more  analogy,  this. time  within  the  tield  of 
taxation.  No  one  today  would  advocate  a  uniform  import  duty  on 
all  imports,  as  a  suitable  tariff  policy  for  an  industrially  developed 
country.  Yet  the  British  customs  duties  were  for  centuries,  but 
during  recent  centuries  they  have  not  been,  largely  in  the  form  of 
a  uniform  ad  valorem  duty.  China  presents  another,  more  recent 
example  of  ill-fitting  uniform  ad  valorem  customs  duties,  imposed 
against  her  will,  and  over  her  protest,  by  foreign  powers  in  control 
of  her  customs.  These  experiences,  whose  lessons  are  at  least  partly 
applicable  to  the  question  of  state  sales  taxes,  it  would  be  well  to 
consider.  All  the  more  so  since  the  checking  and  diverting  effects 
of  a  sales  tax  are  greatly  accentuated  by  the  fact  that  the  tax  in 
question  is  a  state  rather  than  a  national  tax. 

I  have  not  raised  the  question  of  whether,  theoretically,  con- 
sumptive taxes,  as  such,  are  a  suitable  element  in  an  ideal  system 
of  state  and  local  taxation.  When  properly  adopted  much  can  be 
said  for  such  taxes  yielding  a  moderate  share  of  the  total  state  and 
local  tax  revenue.  I  have  rather  sought  to  throw  light  on  the  ques- 
tion of  how  the  well-informed  practical  politician  might  fit  the 
consumption  tax  into  his  state's  tax  system,  in  the  best  interests  of 
the  state.  I  am  led  to  the  conclusion  that  uniform  general  sales 
taxes  are  the  worst;  uniform  general  retail  sales  taxes,  the  inter- 
mediate; and  selective  sales  taxes,  with  suitably  adjusted  rates,  the 
least  objectionable  for  the  puri)ose.  If  legislators  should  neverthe- 
less adopt  the  worst  of  these  three  alternative  forms  of  sales  taxes, 
it  will  be  ])ecause  they  must,  or  think  they  must,  make  concessions 
to  those  who  I)clieve  or  affect  to  believe  that  sales  taxes  should  be 
sj.read  uniformly,  and  universally  over  all  sales  or  all  retail  sales. 
1;  is  ])crlia])s  inevitable  that  some  experimentation  with  general 
sales  taxes  be  carried  on,  but  every  citizen  should  devoutly  hope  that 
the  experimentation  may  be  done  by  some  other  state  than  his  own. 

Ch.mrmax  Fishhr:  Has  Dr.  Jensen's  splend'd  paper  furnished 
thought  for  discussion  at  this  time? 
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R.  C.  Norman  (Georgia):  Perhaps  after  this  paper  1  shall  not 
add  to  the  reputation  of  my  state  by  saying,  as  its  Tax  Commis- 
sioner, I  advocated  a  sales  tax  for  Georgia,  but  there  were  two  or 
three  reasons  for  the  passage  of  a  general  sales  tax  in  the  State  of 
Georgia.  In  the  first  place,  the  business  interests  of  Georgia,  in 
their  ignorance  of  the  subject  of  taxation,  wanted  it;  and  they  were 
tremendously  opposed  to  a  net  income  tax,  and  since  they  were 
bearing  a  very  small  share  of  the  tax  burden  of  our  state,  I  was 
willing  for  them  to  take  it  on;  and,  as  a  rather  interesting  result, 
before  the  session  of  the  general  assembly  was  over  the  business 
interests  of  Georgia  found  themselves  afflicted  with  both  a  net  in- 
come and  a  gross  income  tax,  with  the  right  after  1930  to  offset 
the  net  income  tax  against  the  gross  income  tax. 

Another  reason  for  the  passage  of  the  sales  tax,  in  our  state,  was 
that  we  were  faced  with  a  four  and  one-half  million  dollar  deficit 
at  the  end  of  the  present  year,  and  we  had  to  have  some  immediate 
revenue,  which  could  not  be  supplied  by  a  net  income  tax;  and  a 
third  reason  which  justified  us  is  that  Georgia  was  in  the  most 
impossible  tax  situation  of  any  state  in  the  Union.  We  have  in  our 
constitution  the  old  uniform  ad  valorem  requirement,  and  we  could 
not  reach  the  intangible  property.  In  addition  to  that  we  have 
something  that  no  other  state,  I  believe,  in  the  Union  has,  a  five-mill 
limitation  upon  the  state,  with  counties  and  municipalities  unlimited 
as  to  their  rates.  ■  And,  further,  the  hands  of  the  state  were  tied  by 
placing  all  of  the  power  in  the  hands  of  the  local  assessors  to  fix 
values.  The  state  had  no  say-so  as  to  the  valuation  of  property,  so 
we  had  to  do  by  indirection  what  we  could  not  do  by  direction,  and 
we  did  it.  That  is  our  justification  for  passing  a  gross  sales  or 
gross  receipts  tax. 

S.  S.  Kalisher  (Pennsylvania)  :  Now,  I  just  want  to  say  a  few 
words  as  a  taxpayer  in  the  state  of  Georgia,  or  at  least  representing 
one.  All  that  Mr.  Norman  has  said  is  true.  We  had  our  heads 
between  the  upper  and  nether  millstones.  I  venture  to  predict  that 
the  sales  tax  in  the  state  of  Georgia  will  materially  affect  the  manu- 
facturing and  jobbing  interests  of  that  state.  The  rate  as  pre- 
scribed now  is  low.  We  have  had  our  experience  with  gasoline 
taxes.  At  one  time  they  were  low.  But,  as  Mr.  Norman  has  said, 
the  state  was  tied,  its  taxing  power  was  limited,  but  on  the  other 
hand  I  believe  the  manufacturing  and  jobbing  interests  of  Georgia 
have  paid  a  very  substantial  and  reasonable  tax  compared  with  prop- 
erty owners  and  others.  I  have  been  informed  that  steps  have  been, 
taken  to  take  out  of  Georgia  manufacturing  enterprises  of  certain 
products,  which  cannot  be  manufactured  there  under  the  rate  which 

will  take  effect  shortlv. 

\, 

Franklin  S.  Edmonds  (Pennsylvania)  :  I  am  wondering  if  one 
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of  the  delegates  from  West  Virginia  won't  say  a  word  or  two  on 
this  subject.  I  would  like  particularly  to  hear  from  those  counties 
that  want  to  join  Pennsylvania. 

Chairman  Fisher  :  Is  there  some  one  from  West  \'irginia  who 
wishes  to  speak  ? 

Philip  Zoercher  (Indiana)  :  Proceed  to  the  next  paper. 

Chairman  Fisher:  If  there  is  no  further  discussion,  we  will 
take  up  the  next  paper.  The  subject  is  "  Present  Problems  of  the 
Consolidated  Return."  and  I  am  pleased  to  present  Dr.  Ralph  C. 
Jones  of  Yale  University. 

PRESENT  PROBLEMS  OF  THE  CONSOLIDATED  RETURN 

RALPH   C.   JOXES 
Vale  University 

When  I  undertook  to  prepare  a  paper  on  the  consolidated  return 
it  was  my  impression  that  it  was  to  be  merely  a  part  of  a  general 
discussion  of  the  federal  income  tax.  Since  it  seems  to  stand  alone 
on  the  program  it  may  be  somewhat  difficult  to  make  an  abrupt 
transition  into  such  a  highly  technical  and  difficult  problem.  In 
recognition  of  this  fact  I  shall  confine  myself  to  the  discussion  of 
one  or  two  basic  problems  or  principles  and  omit  all  reference  to  a 
great  many  specific  problems,  some  of  considerable  importance  but 
too  detailed  for  treatment  here. 

.\t  the  beginning  I  .should  like  to  emphasize  the  fact  that  the 
consolidated  return  in  itself  is  not  the  basic  problem  but  rather  a 
solution,  or,  at  least,  an  attempted  solution.  The  real  problem  arises 
out  of  the  attempt  to  tax  affiliated  corporations  in  the  United  States 
where  a  diversity  of  state  laws  has  made  it  necessary  to  conduct 
large  business  enterprises  through  numerous  subsidiary  corporations 
chartered  to  do  business  in  the  several  states.  Contrary  to  the  rather 
common  belief,  the  abolition  of  consolidated  returns  would  not  elim- 
inate the  basic  difficulty;  it  would  effect  merely  a  superficial,  not  a 
real,  simplification.  The  heart  of  the  difficulty  lies  in  the  artificial 
character  of  all  transactions  between  corporations  which  are  wholly 
owned  and  wholly  controlled  by  the  same  persons.  Such  trans- 
actions necessarily  have  an  artificial  flavor  even  though  they  may 
be  based  on  current  market  prices,  for  they  have  not  met  the  test 
of  dealing  at  arm's  length.  To  attempt  to  base  a  tax  on  figures  so 
determined  is  almost  as  futile  as  to  try  to  tax  transfers  of  money 
from  one  pocket  to  the  other.  And  in  state  taxation  the  problem  is 
intensified  by  the  fact  that  some  of  the  corporations  included  in  an 
affiliated  group  may  be,  and  usually  are,  outside  the  local  juris- 
diction. 
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The  consolidated  return,  then,  is.  or  should  he,  simply  a  device 
for  cancelling  out  these  artificial  intercompany  transactions  in  order 
to  determine  the  true  profit  of  a  group  viewed  as  a  single  economic 
or  business  unit.  It  represents  an  extension  of  the  principles  of 
consolidated  balance-sheet  accounting  into  the  field  of  taxation  and, 
in  my  opinion,  the  success  of  the  consolidated  return  will  depend 
ultimately  upon  the  fidelity  with  which  that  extension  is  made. 
This  technique  of  consolidated  accounting  is  typically  American,  a 
by-product  of  the  growth  of  business  consolidation  in  the  United 
States.  It  has  met  the  test  of  practical  finance  and  is  today  so 
firmly  established  that  a  holding  company  which  publishes  only  its 
legal  balance  sheets  and  profit-and-loss  statements,  i.  e.  its  state- 
ments as  a  separate  legal  entity,  is  looked  upon  with  suspicion.  If 
only  one  set  of  statements  is  to  be  presented,  the  consolidated  state- 
ments are  usually  expected  and  required,  even  though  they  apply  to 
no  legal  entity  whatever. 

In  the  administration  and  interpretation  of  the  law  these  economic 
aspects  of  the  consolidated  return  have  to  a  certain  extent  been 
recognized,  but  in  general  a  legalistic  interpretation  has  been  fol- 
lowed. This  wavering  between  two  views,  the  legal  and  the  eco- 
nomic, has  resulted  in  uncertainty  and  occasional  reversals  of  policy 
and  has  prevented  the  fullest  use  of  an  accounting  technique  de- 
veloped out  of  years  of  practical  experience  in  meeting  the  very 
problems  which  have  arisen  in  taxation.  Since  the  introduction  of 
consolidated  returns  over  ten  years  ago  many  specific  questions 
have  been  answered,  some  correctly  and  some  incorrectly,  but  even 
yet  there  has  been  no  authoritative  statement  of  basic  policy.  We 
do  not  yet  know  whether  an  affiliated  subsidiary  is  to  be  looked 
upon  essentially  as  a  branch  or  whether  it  still  retains  its  separate 
identity  essentially  unimpaired  notwithstanding  its  inclusion  on  a 
consolidated  return.  I  shall,  therefore,  discuss  this  question  of 
policy  in  federal  taxation  and  then  outline  certain  problems  with 
respect  to  consolidated  returns  in  state  taxation. 

In  federal  taxation  the  question  of  policy  arises  most  clearly  in 
the  determination  of  gain  or  loss  on  the  sale  of  subsidiary  company 
stock  by  a  parent  company  and  it  will  be  discussed  in  that  connec- 
tion although  this  one  problem  is  not  necessarily  the  most  important 
in  dollars  of  revenue. 

Suppose  that  "  P  ",  a  parent  corporation,  buys  all  the  stock  of 
'■  S  ".  a  subsidiary,  for  $150,000  and  that  on  the  date  of  acquisition 
••  S  "  had  $100,000  par  value  of  stock  outstanding  and  $50,000  of 
surplus.  The  purchase,  in  other  w^ords,  was  made  at  hook  value 
although  this  is  not  essential  to  the  purpose  of  the  illustration. 
"  P  "  sells  all  the  stock  two  years  later  for  $175,000.  What  was  the 
gain  or  loss  on  the  sale  ?  This  question  cannot  be  properly  answered 
without  additional  information,  as  the  following  cases  will  show. 
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Case  1.  ■■  S  "  declared  no  dividend  and  made  no  profits  during 
the  two-year  period  of  affiliation. 

Here  the  gain  on  sale  would  be  $25,000,  the  difference  between 
original  cost  and  selling  price. 

Case  2.  "  S  "  declared  and  paid  a  $50,000  dividend,  and  the 
operating  profit  and  loss  for  the  period  of  affiliation  was  zero. 

In  this  instance  the  gain  would  be  $75,000,  for  the  dividend  really 
represented  a  return  of  capital  to  "  P  "  and  the  basis  of  the  stock 
of  "  S  "  should,  therefore,  be  $100,000. 

Case  3.     "  S  "  earned  $50,000  and  paid  no  dividends. 

There  would  be  a  loss  of  $25,000  on  the  sale  of  the  stock,  since 
"  P  "  paid  $150,000,  reinvested  $50,000  of  operating  profit,  and  then 
received  only  $175,000  for  the  stock. 

Case  4.     "'  S  "  earned  $50,000  and  declared  dividends  of  $25,000. 

Here  there  would  be  neither  gain  nor  loss  on  the  sale.  "  P  " 
would  just  break  even  as  a  result  of  the  whole  series  of  trans- 
actions. 

These  at  least  would  be  the  results  of  a  correct  accounting  for 
the  four  cases.  The  method  used  may  be  easily  stated  as  a  formula : 
Gain  on  sale  equals  selling  price  minus  the  tax  basis  of  the  stock 
and  the  tax  basis  equals  cost  to  the  parent  plus  gains  minus  losses 
and  dividends  of  the  subsidiary  during  affiliation.  Naturally  many 
specific  problems  arise  in  attempting  to  apply  such  a  formula  to 
actual  cases,  but  the  principle  may  be  thus  simply  stated. 

This  formula,  however,  has  never  been  used  in  practice.  Up  to 
1929  the  Treasury  maintained  that  gain  or  loss  was  simply  the 
difference  between  selling  price  and  cost  without  regard  to  profits, 
losses,  or  dividends  during  affiliation.  The  Board  of  Tax  appeals, 
on  the  other  hand,  in  the  famous  Crocker  decision.  5  B.  T.  A.  S37. 
held  that  sales  of  subsidiary  stock  were  non-taxable  even  though 
there  might  be  actual  gains  or  losses.  Both  rules  were  extreme. 
Pecently  the  court  in  Remington-Rand,  Inc.  v.  Commissioner  of  In- 
ternal Revenue,  33  F.  (2d)  77,  a  continuation  of  the  Baker-Vawtcr 
Company  case,  7  B.  T.  A.  594,  reversed  the  Board  and  approved 
the  original  Treasury  rule.  However,  since  this  case  may  be  ap- 
pealed further,  and  since  the  Crocker  case  is,  I  believe,  still  in  the 
courts,  it  cannot  now  be  said  that  the  method  of  computing  gain  or 
loss  on  the  sale  of  subsidiary  company  stock  has  been  finally  settled 
even  with  respect  to  cases  arising  under  the  earlier  revenue  acts. 

In  theory  the  Treasury  rule  is  wM-ong  because  it  does  not  recog- 
nize the  economic  facts.  It  says  arbitrarily  that  the  taxable  gain  in 
each  of  the  four  cases  given  above  shall  be  $25,000  although  the 
actual  range  is  from  a  loss  of  $25,000  to  a  gain  of  $75,000.  And, 
even  though  the  rule  places  a  double  tax  on  reinvested  profits,  it 
would  be  detrimental  to  the  government  because  it  also  permits  the 
deduction  of  artificiallv  created  losses.     If  "  P  "  buvs  the  stock  of 
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"S"  for  $150,000.  causes  a  $50,000  dividend  to  be  declared,  and 
immediately  sells  the  stock  for  $100,000.  the  $50,000  so-called  loss 
would  be  deductible.  Since  dividends  may  be  declared  at  the  option 
of  the  holding  company  it  is  obvious  that  there  would  be  few  cases 
of  double  taxation  of  gains  and  many  cases  of  double  deduction  of 
losses. 

The  Board's  rule  which  goes  to  the  opposite  extreme  and  exempts 
all  such  transactions  from  taxation  rests  on  the  absurd  theory  that 
the  sale  of  subsidiary  company  stock  is  equivalent  to  the  sale  of  a 
corporation's  own  stock,  and  it.  likewise,  would  cause  a  large  loss 
of  revenue.  As  a  matter  of  fact  it  might  practically  exempt  capital 
gains  from  taxation  since  a  corporation  desiring  to  sell  property 
which  had  greatly  appreciated  in  value  would  simply  transfer  it  to 
a  specially  incorporated  subsidiary  and  sell  the  stock  tax-free.  In 
attempting  to  meet  the  special  requirements  of  the  Crocker  case  the 
Board  seems  to  have  been  betrayed  into  announcing  a  general  rule 
which  is  absolutely  inapplicable  elsewhere.  In  the  Remington-Rand 
case  it  is  noteworthy  that  both  the  Commissioner  and  the  taxpayer 
opposed  the  theory  of  the  Board. 

In  all  these  cases  the  Treasury,  the  Board,  and  the  courts  seem  to 
have  lost  sight  of  the  fact  that  an  income  tax  is  supposed  to  be 
based  on  real  income.  The  facts  have  been  clear,  the  true  economic 
gain  has  not  been  in  dispute,  but  finding  the  taxable  gain  has  been 
m.ade  an  intricate  legal  game.  How'  much  simpler  it  would  be  if 
the  courts  should  finally  hold  that  taxable  gain  means  actual  gain. 
The  very  essence  of  the  consolidated  return  is  to  get  at  substance 
rather  than  form  and  any  interpretation  which  fails  to  accomplish 
this  result,  in  my  opinion,  is  pnmo  facie  incorrect.  The  legal  ajid 
the  economic  aspects  it  is  true  can  never  be  completely  reconciled, 
but  the  act  of  adopting  the  consolidated  return  would  itself  imply 
clearly  that  in  a  conflict  between  economic  fact  and  the  legal-entity 
theory  the  economic  factors  should  prevail.  Unless  the  consolidated 
return  can  prevent  artificial  intercompany  transactions  from  having 
effect  in  tax  its  continuation  is  no  longer  justified. 

The  theory  of  the  Crocker  case,  however,  although  lately  rejected 
in  court,  had  an  important  bearing  on  the  later  development  of  the 
consolidated  return.  It  opened  up  new^  opportunities  for  tax  avoid- 
ance w^hich  Congress  and  the  Treasury  felt  obligated  to  correct  and 
was,  therefore,  without  doubt  responsible,  in  part  at  least,  for  Sec. 
141  (b)  of  the  Revenue  Act  of  1928  amounting  practically  to  an 
order  for  the  Treasury  to  write  its  own  legislation. 

The  regulations  prepared  under  the  authority  of  this  section  re- 
ceived very  careful  study  in  the  Treasury  Department.  Hearings 
and  conferences  were  held  and  a  variety  of  plans  considered.  As  a 
result  the  new  Regulations  75  contain  by  far  the  best  and  most 
comprehensive  set  of  rules  yet  issued  by  the  government  with  re- 
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s]ject  to  consolidated  returns.  Administrative  procedures  have  been 
improved,  opportunities  for  evasion  reduced,  and  much  uncertainty 
eliminated.  The  one  weak  point  in  the  scheme  adopted  lies  in  the 
treatment  of  gain  or  loss  on  the  sale  of  subsidiary  company  stock, 
always  a  troublesome  problem  and  one  whose  ramifications  affect  all 
parts  of  the  regulations.  The  basic  policy  here  applied  is  somewhat 
inconsistent,  and  this  leads  to  other  inconsistencies  in  the  treatment 
of  dissolution  and  liquidation,  inventories,  the  basis  of  property,  etc. 

In  pointing  out  this  weakness,  however,  the  purpose  is  simply  to 
suggest  a  means  by  which  the  Regulations  can  be  improved  in  the 
future  and  not  to  criticize  the  action  of  the  Treasury.  The  Treas- 
ury had  strong  reasons  for  its  choice  of  policy.  The  new  regula- 
tions had  to  meet  the  test  of  validity  in  court  and  it  would  not  have 
been  wise  to  stretch  the  delegated  powers  too  far.  Moreover,  the 
regulations  had  to  be  framed  in  such  a  way  as  to  obtain  Congres- 
sional approval  and  it  was,  therefore,  desirable  that  they  should 
depart  very  little  from  the  rules  laid  down  by  Congress  with  respect 
to  separate  corporations.  While  these  factors  do  justify  the  Treas- 
ury, to  a  considerable  extent  at  least,  in  refusing  to  break  new 
ground  and  make  a  bold  announcement  of  policy,  they  in  no  wise 
hinder  Congress  itself  from  adopting  any  policy  which  can  be 
shown  to  be  sound. 

Now,  in  determining  a  basis  for  subsidiary  company  stock  in  the 
hands  of  a  parent  company  the  sound  procedure  is  to  use  cost  ad- 
justed for  gains,  losses,  and  dividends  during  afiiliation.  The  policy 
actually  adopted,  however,  was  a  compromise,  cost  adjusted  for  cer- 
tain losses  and  dividends  but  with  no  provision  for  the  addition  of 
gains.  The  basis,  in  other  words,  may  go  down  but  never  under 
any  circumstances  can  it  go  up.  Gains  are  placed  on  one  basis  and 
losses  on  another,  obviously  a  one-sided  policy  and  the  source  of 
many  inconsistencies  which  cannot  be  given  in  detail  here. 

Thus,  in  keeping  with  the  basic  policy  that  affiliated  corporations 
should  be  treated  as  nearly  as  possible  like  separate  corporations,  we 
have  the  rule  ^  that  the  basis  of  subsidiary  company  stock  in  the 
hands  of  a  parent  company  should  be  reduced  by  the  amount  of  loss 
which  has  been  deducted  on  the  consolidated  returns,  but  which 
could  not  have  been  deducted  on  separate  returns.  Now,  this  pro- 
vision has  a  plausible  sound  and  the  statement  is  simple,  but  the 
actual  determination  will,  I  believe,  prove  quite  complicated,  as 
complicated  in  fact  as  the  complete  formula.  First  it  will  be  neces- 
sary to  determine  what  losses,  if  any,  are  properly  attributable  to 
the  subsidiary  in  question,  and  that  may  be  obscured  by  inter- 
company transactions  and  the  shifting  of  profits.  Second,  it  will 
be  necessary  to  determine  whether  these  losses  were  actually  availed 

^  Articles  ^^  and  34,  Regulations  75. 


I'KOHI.KMS  OF  TIIK  CONSOLIDATED  KKTURX  419 

of  on  the  consolidated  returns  either  as  a  direct  offset  to  gains  of 
other  members  of  the  group,  or  in  the  form  of  consolidated  net  loss. 
Third,  it  will  be  necessary  to  ascertain  how  much  of  the  loss  could 
have  been  availed  of  as  statutory  net  loss  if  the  subsidiary  had  been 
independent;  and  finally,  it  will  be  necessary  to  reduce  the  basis  of 
the  subsidiary  company  stock  in  the  hands  of  the  i)arent  company 
by  the  excess  of  loss  actually  deducted  over  the  amount  whicli  could 
have  been  deducted  on  separate  returns.  Such  computations  are 
quite  difficult  and  uncertain,  and  unfortunately,  even  if  they  are 
correctly  made,  the  results  may  be  quite  arbitrary.  Once  a  reduc- 
tion has  been  made  the  basis  stays  down  no  matter  how  much  profit 
may  be  subsequently  reinvested  and,  if  the  rule  is  not  changed,  we 
shall  have  the  spectacle  of  bases  of  zero  for  stock  in  subsidiaries 
whose  capital  has  been  maintained  unimpaired. 

For  the  first  two  or  three  years.  Regulations  75  will  work  with  a 
minimum  of  inconsistency,  it  is  only  over  longer  periods  that  the 
inherent  weakness  of  this  basic  policy  will  be  revealed.  I  would 
urge,  therefore,  that  when  the  consolidated  return  comes  up  for 
consideration  in  Congress,  the  Treasury  should  be  given  definite 
authority  to  introduce  the  complete  theory  of  consolidation,  includ- 
ing the  addition  of  subsidiary  profits  to  basis.  By  so  doing,  the 
element  of  artificiality  can  be  largely  eliminated  from  the  regula- 
tions and  a  sound  procedure  introduced  which  will  be  as  consistent 
over  a  period  of  ten  years  as  for  a  single  year.  While  corporations 
can  under  the  present  rule  escape  injustice  in  most  cases  by  causing 
subsidiaries  to  declare  dividends  equal  to  the  entire  net  profit  each 
year,  it  is  hardly  proper  that  the  regulations  themselves  should 
imply  the  necessity  of  this  or  any  other  artificial  intercompany 
arrangement.  By  eliminating  artificiality  from  the  regulations  the 
Treasury  would  be  greatly  strengthened  in  its  stand  against  the  use 
of  mere  technicalities  for  purposes  of  evasion.  Unless  this  is  done 
the  Treasury  must  recognize  intercompany  transactions  as  a  valid 
and  necessary  means  of  reducing  taxes. 

The  chief  importance  of  the  recommended  change  in  policy,  how- 
ever, lies  not  in  its  application  to  the  one  particular  problem  of 
determining  gain  or  loss  on  sales  of  subsidiary  company  stock,  but 
rather  in  its  extension  to  all  parts  of  the  regulations.  Branch  ac- 
counting is  almost  as  complicated  as  intercompany  accounting,  and 
yet  branches  may  be  established,  operated,  discontinued,  or  sold 
without  raising  any  special  tax  problems.  There  is  no  uncertainty 
with  respect  to  the  basis  of  property,  the  valuation  of  inventories, 
the  elimination  of  unrealized  profits  and  the  like,  but  if  we  inter- 
pose a  separate  legal  entity  for  the  branch,  the  same  transactions 
become  fraught  with  difficulty.  Now,  a  separate  legal  entity  is  not 
a  mere  fiction,  it  is  a  fact  which  must  be  reckoned  with,  but  where 
direct  ownership  is  95  per  cent  or  more  the  resemblance  to  a  branch 
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is  usually  much  greater  than  the  resemblance  to  a  separate,  inde- 
pendent corporation.  There  is  at  least  95  per  cent  branch  with  not 
over  5  per  cent  entity,  and  the  recognition  of  this  fact,  which  is 
implied  in  the  very  nature  of  the  consolidated  return,  would  in  the 
end,  I  believe,  effect  a  real  simplilication.  Think  how  complicated 
the  regulations  would  be  if  they  should  attempt  to  prescribe  how 
manufacturers  should  keep  their  cost  accounts  in  order  to  determine 
the  cost  of  goods  sold.  Instead  the  regular  accounting  practice  is 
accepted.  Likewise  with  consolidated  returns.  Any  regulations 
which  prescribe  the  procedure  in  detail  will  be  complicated  in  state- 
ment, but  they  will  be  simple  in  operation  to  the  extent  to  which 
they  follow  generally  accepted,  routine  accounting  procedures.  I 
would  recommend,  therefore,  that  Congress  should  be  asked  to  ap- 
prove specifically  the  branch  theory  with  respect  to  consolidations 
and  thereby  authorize  the  Treasury  to  make  of  Regulations  75  a 
complete  manual  of  sound  procedure.  The  number  of  chang-es 
necessary  would  be  surprisingly  small  compared  to  the  advantages 
obtainable  from  a  thoroughly  consistent  procedure. 

Problems  Arising  in  State  Taxation 

In  federal  taxation,  then,  the  chief  problem  is  still  the  problem 
of  basic  policy  but  it  is  not  likely  to  become  acute  until  Regulations 
7S  have  been  given  a  trial.  In  the  meantime  the  question  of  con- 
solidated returns  is  becoming  more  important  in  the  states.  Addi- 
tional states  are  passing  income-tax  laws  and  the  problems  raised 
grow  more  and  more  complex  along  with  the  growing  tendency 
toward  consolidation.  There  is  evidence,  moreover,  that  corpora- 
tions in  general  are  devoting  more  attention  to  the  burden  of  state 
taxation  and  that  intercompany  agreements  are  being  more  care- 
fully drawn  in  order  to  shift  income  out  of  states  which  have  cor- 
porate income  taxes.  In  meeting  this  situation  the  consolidated  re- 
turn, unless  it  meets  disaster  in  the  courts,  is  undoubtedly  destined 
to  find  a  growing  popularity. 

In  the  administration  of  a  state  tax  on  corporate  incomes  a  major 
problem  is  to  determine  the  amount  of  income  arising  within  and 
without  the  state.  This  determination  of  source  is  difficult  enough 
with  respect  to  a  single  corporation,  but  when  a  corporation  doing 
business  within  a  state  is  also  a  member  of  an  affiliated  group,  some 
members  of  which  are  entirely  beyond  the  local  jurisdiction,  the 
problem  becomes  extremely  complex.  In  attempting  to  meet  such  a 
situation  a  number  of  questions  arise,  the  chief  of  which  are  these : 

1.  To  what  extent  may  a  state  require  information  from  foreign 
corporations  which  do  no  business  in  the  state  hut  which  are  affili- 
ated with  a  domestic  corporation  ? 

2.  Having  obtained  this  information,  can  the  state  disregard  the 
separate  legal  entities  involved  in  order  to  make  what  it  considers 
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a  fair  assessment?  Must  intercompany  aijreements  between  mem- 
bers of  the  same  affiliated  group  be  recognized  as  valid  for  tax  pur- 
poses if  they  are  not  palpably  unreasonable? 

3.  Assuming  there  are  no  legal  difficulties,  to  what  extent,  and 
under  what  circumstances  should  consolidated  returns  be  used? 

4.  Where  consolidated  returns  are  used,  should  federal  practice 
be  followed  ? 

Authoritative  answers  to  the  questions  of  legality  are  impossible 
now,  but  in  the  not  distant  future  they  may  be  answered  by  de- 
cisions in  certain  important  cases  -  now  before  the  courts.  Since 
there  are  no  published  references  to  these  cases  other  than  notices 
in  certain  state  tax  services,  and  since  certain  of  the  facts  are  some- 
what confidential  in  nature,  I  shall  limit  myself  to  a  general  outline 
ot  the  situation  without  mentioning  the  names  of  the  companies  in- 
volved. 

One  case  ^  involves  a  large  automobile  company  which  has  organ- 
ized a  subsidiary  selling  company  with  a  nominal  capital  of  only 
$10,000  to  handle  the  entire  output  of  a  certain  line  of  cars.  By 
the  terms  of  an  intercompany  agreement,  however,  the  subsidiary  is 
to  receive  a  net  profit  of  exactly  twenty-five  hundred  dollars  per 
year.  Twenty-five  hundred  dollars  for  selling  millions  of  dollars 
worth  of  automobiles  all  over  the  world ! 

Now  this  subsidiary  sales  company  is  licensed  to  do  business  in 
the  State  of  Wisconsin  which  has  an  income  tax  on  corporations 
and,  although  several  million  dollars  worth  of  cars  are  sold  in  that 
state  alone,  its  pro-rata  share  of  the  profits  would  be  only  a  few 
hundred  dollars.  Actually  the  entire  $2,500  of  profit  has  been  re- 
ported as  income  within  the  state  without  any  pretence  that  it  bears 
any  reasonable  relation  to  the  volum.e  of  business  done.  The  tax 
commission,  therefore,  claims  that  the  taxable  income  reported  on 
the  basis  of  the  intercompany  agreement  w^as  too  small,  that  the 
returns  were  a  "  palpable  farce  ",  and  has  requested  a  consolidated 
return  of  the  selling  company  and  the  parent  manufacturing  com- 
pany in  order  that  a  fair  apportionment  of  income  within  and  with- 
out the  state  might  be  made.  The  companies,  however,  refused  to 
file  such  a  return  on  the  ground  that  the  parent  company  was  en- 
tirely outside  the  state  in  question  and  could  not  be  compelled  to 
file  a  return.  Thereupon  the  tax  commission  caused  an  audit  to  be 
made  and  found  that  a  fair  profit  for  the  subsidiary  selling  company 
could  be  accurately  computed  on  the  basis  of  contracts  in  force 
between  the  company  and  independent  dealers.  The  audit  disclosed 
further  that  the   profits  of   the    se'ling   company    were   actually    so 

"  See  discussions  following  this  paper   for  names  of  cases  and  a  statement 
of  their  present  status. 
•^  Ibid. 
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computed  on  the  books  of  the  company  itself  from  month  to  month 
and  that  an  adjustment  to  make  the  books  show  a  profit  of  exactly 
$2,500  was  made  periodically.  The  tax  commission,  therefore,  made 
an  assessment  based  on  the  fair  profits  disclosed  by  the  audit  and 
the  case  is  now  in  the  courts.  Since  it  has  been  there  for  about 
two  years  already,  a  decision  may  be  expected  in  the  not  distant 
future. 

In  another  case  the  situation  is  almost  exactly  reversed.  The 
manufacturing  plant  of  w^hat  may  be  referred  to  as  a  chemical  in- 
dustry is  located  in  state  A  which  has  an  income  tax ;  in  fact,  prac- 
tically the  entire  business  of  the  company  was  carried  on  within  the 
state  for  many  years.  Some  three  or  four  years  ago.  however,  a 
reorganization  w-as  effected  in  which  the  old  company  was  split  up 
into  three  or  four  new  ones  and  the  principal  office  was  moved  into 
a  state  which  had  no  income  tax.  In  this  case  the  selling  company 
became  the  parent  and  the  old  manufacturing  company,  the  subsid- 
iary, under  a  cost-plus  contract  on  which  the  manufacturing  profit 
was  to  be  only  3  to  6  per  cent  although  the  business  as  a  whole 
made  very  large  profits,  possibly  as  high  as  30  per  cent  on  sales. 
As  a  result  of  this  very  skilful  reorganization  almost  all  the  taxable 
income  of  the  enterprise  was  shifted  out  of  state  A.  The  tax  com- 
mission was  willing  to  admit  that  some  of  the  business,  a  substantial 
part,  in  fact,  had  been  transferred,  but  they  were  not  convinced 
that  the  small  amount  of  income  reported  in  accordance  with  the 
intercompany  agreements  represented  the  true  income  arising  within 
the  state.  Accordingly  they  consolidated  the  statements  of  all  the 
companies  organized  to  carry  on  the  business  of  the  old  company, 
calculated  a  new  apportionment  percentage,  and  assessed  a  tax 
accordingly.  Whereas  the  old  apportionment  percentages  were 
around  90  ])er  cent,  the  percentages  calculated  after  the  reorganiza- 
tion were  aroiuid  50  or  55  per  cent,  showing  a  substantial  recog- 
nition of  the  fact  that  income  had  been  transferred  into  other  states. 
The  courts  nuist  now  pass  on  the  validity  of  this  asses.sment. 

In  the  former  case  the  equities  would  seem  to  be  with  the  state 
since  there  can  be  no  pretense  that  the  income  reported  bears  any 
fair  relationship  to  business  done.  In  the  latter  case,  however,  the 
question  raised  is  a  delicate  one  even  as  a  matter  of  equity.  The 
large  profits  are  due  almost  entirely  to  the  trade  name  and  to  the 
advertising  and  marketing  policies.  The  enormous  good-will  which 
has  been  built  up  is  due  in  part  no  doubt  to  the  fact  that  an  excel- 
lent product  has  been  manufactured  over  a  period  of  many  years, 
but  now  manufacturing  is  incidental  and  can  be  done,  and  is  to  a 
small  extent  done,  under  cost-plus  contracts  with  independent  manu- 
facturers at  low  rates.  The  question  is.  can  all  this  good-will  be 
transferred  outside  the  state  in  which  the  manufacturing  is  done 
b\    mere  agreement  between   a  parent  and  its   wholly   owned   sub- 
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sidiary,  the  beneficial  ownership  and  the  actual  operation  remaining 
essentially  unchanged  ? 

Whatever  the  answer  to  that  question,  the  two  cases  show^  how 
easy  it  is  for  corporations  to  shift  income  out  of  any  state  which 
has  an  income  tax.  By  means  of  carefully-drawn  contracts  this  can 
be  done  even  though  the  principal  business  of  the  affiliated  group 
mav  remain  within  the  state  in  question.  Under  such  circumstances 
it  is  not  too  much  to  say  that  the  future  of  state  income  taxes  on 
corporations  depends  upon  the  forthcoming  court  decisions.  The 
equities  generally  are  on  the  side  of  the  states,  but  it  cannot  be  said 
with  assurance  that  they  be  fully  recognized.  If  the  cases  are  ad- 
versely decided,  the  amount  of  taxes  paid  by  affiliated  corporations 
doing  business  in  more  than  one  state  will  be  practically  at  the  option 
of  the  companies.     They  can  make  the  income  what  they  will. 

This  powder  to  disregard  the  corporate  fiction,  it  should  be  noted, 
is  necessary  not  only  where  consolidated  returns  are  required  but 
also  where  a  segregated  accounting  is  made,  a  point  which  is  usually 
overlooked.  In  the  automobile  company  case  previously  discussed 
the  tax  was  finally  assessed  on  the  basis  of  a  separate  accounting, 
but  to  make  it  effective  it  was  necessary  to  go  behind  the  legal  entity 
of  the  selling  company  and  the  artificial  contract  with  the  parent. 
Unless  this  were  done  it  would  be  obviously  impossible  to  assess  a 
large  tax  against  a  company  with  only  $10,000  capital  and  $2,500 
profit.  This  power,  then,  is  absolutely  essential  if  the  taxing  power 
of  the  state  is  to  be  made  effective  either  for  a  segregated  account- 
ing or  for  an  apportionment  of  income  on  the  basis  of  a  consolidated 
return. 

There  have  been  a  few  cases  relative  to  the  question  of  consoli- 
dated returns  under  state  income-tax  laws  —  Proctor  &  Gamble  \. 
Ncivton,  289  Fed.  1013;  Siudchakcr  Corp.  of  America  v.  Gilchrist, 
244  X.  Y.  114;  Singer  Seunng  Machine  Co.  v.  Gilpatric,  98  Ct. 
192 — but  they  do  not  seem  to  be  decisive. 

Further  search  might  reveal  other  related  cases,  but  it  seems  per- 
fectly safe  to  say  that  the  questions  involved  have  not  yet  been 
specifically  answered.  The  courts,  on  the  one  hand,  are  inclined  to 
favor  the  states  wherever  a  question  of  the  taxing  power  is  in- 
volved; on  the  other  hand  they  are  not  inclined  to  permit  the  dis- 
regard of  the  corporate  entity  except  where  it  is  used  for  fraudulent 
purposes  or  the  like.  In  the  conflict  between  these  two  principles  it 
is  impossible  to  say  just  where  the  line  will  ultimately  be  drawn; 
as  a  matter  of  fact  it  may  never  be  drawn  distinctly.  It  is  impor- 
tant, however,  that  the  states  should  retain  the  broad  powers  which 
are  necessary  in  making  their  tax  laws  eft'ective  and,  if  any  of  the 
cases  mentioned  come  before  the  United  States  Supreme  Court,  it 
should  be  recognized  that  they  involve  not  merely  a  particular  situa- 
tion, but  also  a  matter  of  public  policy.  These  cases  when  decided 
will,  I  believe,  throw  important  light  on  the  question  at  issue. 
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Whatever  later  developments  may  be,  the  states  are  justified  at 
the  present  time  in  assuming  that  they  have  the  power  to  tax  affili- 
ated corporations  by  whatever  method  seems  most  desirable.  It  is 
proper  then  to  inquire  to  what  extent  and  under  what  circumstances 
should  the  consolidated  return  be  used. 

A  general  answer  to  this  question  is  easy.  The  consolidated  re- 
turn should  be  used  whenever  it  is  necessary  in  order  to  make  a 
correct  determination  of  income.  It  is  extremely  important  in  state 
taxation  that  the  true  character  of  the  consolidated  return  as  a 
device  for  computing  net  income  should  be  kept  in  mind.  The 
computation  of  taxable  income  is  more  difficult  for  the  states  than 
for  the  federal  government  and,  if  the  consolidated  return  should  be 
introduced  as  a  formal  legal  device  subject  to  all  the  divergent 
interpretations  which  have  hampered  federal  practice,  state  tax  pro- 
cedures would  become  almost  hopelessly  confused.  By  making  the 
consolidated  return  an  administrative  device  to  be  used  at  the  dis- 
cretion of  the  tax  commission  or  similar  body  it  can  be  made  to 
retain  its  essential  economic  character  and  can  be  readily  adapted 
to  the  needs  of  particular  situations. 

Such  a  result  can  be  more  easily  accomplished  if  the  law  itself  is 
silent  with  respect  to  the  consolidated  return  or  provides  for  it  in 
general  terms  only.  Wisconsin  has  used  the  consolidated  return 
since  as  early  as  1912  but  no  specific  provision  was  made  by  statute 
until  the  act  of  1927.  The  Commission  does  not  consider  that  the 
specific  enactment  has  increased  its  power  over  that  which  it  held 
under  the  general  authority  to  require  such  information  as  was 
needed  for  the  correct  determination  of  income.  On  the  basis  of 
the  Studebaker  *  decision,  however,  it  would  seem  that  statutory 
authority  would  give  the  consolidated  return  a  better  standing  in 
court. 

In  general  the  provisions  in  state  laws  are  somewhat  similar  to 
Sec.  401  of  the  Model  Business  Income  Tax  Law  published  in  the 
Proceedings  of  the  Twenty-first  National  Conference  of  the  Na- 
tional Tax  Association,  quoted  below. 

"  Sec.  401.  Consolidated  Kctiinis. — 1.  Any  taxpayer  capable 
of  exercising  either  directly  or  indirectly  substantially  the  en- 
tire control  of  the  business  of  another  taxpayer  either  by 
ownership  or  control  of  substantially  the  entire  capital  stock 
(if  a  corporation)  of  such  other  taxpayer  or  otherwise,  may, 
under  regulations  to  be  prescribed  by  the  tax  commission,  be 
permitted  to  make  a  consolidated  return,  showing  the  consoli- 
dated net  income  and  such  other  information  as  the  tax  com- 
mission may  require  in  order  to  compute  the  net  income  ])rop- 

*  Studebaker  Company  of  Aincriia  v.   G  ihliris' .  244   X.  Y.    114. 
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erly  attributable  to  the  state  and  to  impose  the  tax  upon  the 
taxpayers  concerned." 

This  provision,  in  my  opinion,  would  be  more  satisfactory  if,  in- 
stead of  '■  permit  "  it  used  the  words  "  permit  or  require."  In  fed- 
eral taxation  corporations  usually  seek  to  file  consolidated  returns, 
but  that  is  not  so  true  in  the  states.  The  tax  commissions,  there- 
fore, ought  certainly  to  have  the  power  to  require  consolidated 
returns  whenever  they  are  necessary. 

There  is  danger,  I  think,  in  making  the  requirements  for  affilia- 
tion too  definite.  This  has  been  necessary  under  the  federal  law 
because  of  the  policy  of  applying  a  narrow  legal  interpretation,  but 
the  states  should  leave  their  commissions  with  broader  discretionary 
power  in  order  to  meet  the  complex  problems  of  allocation  and 
apportionment  as  they  rise  in  connection  with  affiliated  groups.  In 
general,  the  practical  need  for  a  consolidated  return  arises  when 
there  is  unified  operation  and  management,  especially  where  the 
intercompany  transactions  are  of  such  a  character  as  to  make  a 
separate  accounting  for  the  two  corporations  largely  artificial.  Uni- 
fied operation  usually  occurs  only  where  there  is  substantial  identity 
of  ownership,  although  this  identity  of  ownership  interest  may  not 
always  be  readily  apparent.  Substantial  unity  in  operation  and  sub- 
stantial identity  of  ownership  then  are  the  true  criteria  of  affiliation 
and  as  a  practical  matter  they  can  usually  be  easily  recognized. 
It  is  extremely  difficult,  however,  to  fix  specific  tests,  definite  per- 
centages of  ownership,  and  the  like,  which  will  give  satisfactory 
results. 

VV'ith  respect  to  the  character  of  the  return  itself,  it  is  likewise 
true  that  federal  practice  should  not  be  followed  too  closely.  If  the 
consolidated  return  is  to  perform  effectively  its  primary  function  as 
a  device  for  computing  true  income  it  must  avoid  the  legal  techni- 
calities into  which  federal  practice  has  fallen.  Intercorporate  rela- 
tionships and  transactions  arising  thereunder  are  too  complicated  to 
be  adequately  covered  by  any  specific  set  of  rules,  but  in  almost 
every  case  the  technical  experts  for  the  state,  the  auditors  and  the 
commissioners,  know  approximately  what  the  correct  profit  is.  They 
should,  therefore,  be  left  free  to  compute  income  according  to  gen- 
eral accounting  principles  which  are  flexible  enough  to  meet  any 
situation.  There  is  a  natural  tendency  to  give  the  rules  followed  in 
federal  practice  more  weight  than  they  deserve.  I  have  asked  per- 
sons engaged  in  the  administration  of  state  income-tax  laws  how 
they  compute  gain  or  loss  on  sales  of  subsidiary  company  stock  and 
the  answer  has  sometimes  been,  "  That's  equivalent  to  a  sale  of  the 
corporation's  own  stock  and,  hence,  not  taxable."  Another  result 
of  the  Crocker  decision,  which  I  hope  has  been  shown  to  be  wrong. 
Federal  rules  and  proceedings  can  be  very  useful  as  a  general  guide 
if  not  accepted  on  faith.    Where  they  give  results  obviously  at  vari- 
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ance  with  the  actual  facts  they  should  be  disregarded,  for  it  is  not 
unlikely  that  they  will  be  reversed  anyway  before  the  federal  cases 
are  settled. 

Summary 

To  attempt  to  state  conclusions  without  a  more  detailed  study 
may  be  somewhat  venturesome,  but  there  are  three  points  which  I 
wish  to  make : 

1.  The  federal  government  should  definitely  adopt  the  theory  that 
subsidiary  corporations  are  essentially  branches  and  should  make 
the  comparatively  few  changes  which  would  be  required  to  place 
Regulations  75  on  that  basis.  The  resulting  procedure  would  be 
sound  from  the  economic  and  accounting  point  of  view,  and  also,  I 
think,  legally  valid  and  administratively  practicable. 

2.  The  states,  on  the  other  hand,  should  secure  equally  sound  re- 
sults by  less  formal  methods,  by  leaving  large  discretionary  power 
to  their  taxing  bodies  rather  than  by  minute  regulation. 

3.  The  legal  questions  involved  in  the  disregard  of  the  corporate 
entity  in  taxation  should  receive  further  study.  In  the  very  able 
report  submitted  by  Mr.  Gerstenberg  on  Tuesday  afternoon  the 
question  of  allocation  fractions  was  discussed.  It  will  be  found, 
however,  that  the  most  important  cases  involve  affiliated  corpora- 
tions, and  here  the  ideal  allocation  fraction,  even  if  it  were  known, 
would  be  of  little  use  unless  the  amount  of  apportionable  income 
were  also  known.  The  two  matters  are  ditYerent  aspects  of  the 
same  problem  and.  in  working  out  a  method  of  allocation,  it  would 
seem  that  important  work  must  be  done  in  determining  how  much 
of  the  income  of  an  affiliated  group  is.  or  ought  to  be.  subject  to 
apportionment. 

There  is  a  further  aspect  which  I  have  not  had  time  to  discuss, 
and  that  is  the  matter  of  permitting  the  use  of  consolidated  returns 
in  order  to  prevent  arbitrary  results  unfavorable  to  the  taxpaying 
corporations.  Tax  commissions  have  required  consolidated  returns 
in  order  to  prevent  tax  avoidance  through  artificial  intercompany 
transactions,  but  as  a  rule  they  have  been  somewhat  reluctant  to 
permit  their  use  for  the  benefit  of  corporations  themselves.  It  is 
inevitable  that  this  question  will  receive  much  attention  in  the 
future,  for  in  many  cases,  without  consolidation,  double  and  triple 
taxation  of  income  will  re>ult  even  under  the  laws  of  a  single  state. 

Walter  J.  Mattisox  (Wisconsin)  :  Mr.  C'liairman.  may  I  say  a 
word  on  the  consolidated  return.  I  have  just  talked  with  Dr.  Jones, 
and  1  told  him  that  1  had  control  of  those  cases  that  he  referred  to, 
m  which  the  consolidated  return  would  be  before  the  court.  He 
neglected  to  state  the  names  of  the  organizations,  and  I  think  they 
constitute  the  most   interesting   part  of  that  particular  d's2:ission. 
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I  might  say  that  these  cases  are  to  be  tried  next  month  before  the 
Federal  District  Court  for  the  Eastern  District  of  the  State  of 
Wisconsin. 

The  particular  cases  that  are  to  be  tried  are  the  Diamond  Match 
Company,  the  Burroughs  Adding  Machine  Company,  the  Buick 
Motor  Company,  and  the  Palmolive  Company,  to  which  Dr.  Jones 
referred,  but  not  by  name.  In  the  last-named  case  the  Palmolive 
Company  assigned  or  allocated  six  per  cent  to  the  manufacturing 
concern  in  the  state,  but  it  paid  the  tax  on  a  consolidated-return 
!)asis,  and  therefore  will  not  come  before  the  court. 

The  Burroughs  Adding  Macliine  Company  case  is  intensely  in- 
teresting, because  both  the  parent  and  the  subsidiary  company  are 
composed  of  the  same  officers.  The  Burroughs  Adding  Machine 
Company  is  a  Michigan  corporation  and  is  usually  designated  as  a 
manufacturing  concern.  The  Burroughs  Adding  Machine  Com- 
pany of  Missouri  is  a  selling  company.  The  total  sales  of  the  Bur- 
roughs Adding  Machine  Company  last  year  were  $29,000,000.  The 
■sales  were  handled  by  the  sales  company,  the  Burroughs  Adding 
Machine  Company  of  Missouri,  a  $100,000  organization,  under  a 
contract  whereby  it  will  get  or  receive  a  return  of  24  per  cent  of 
the  total  of  its  capitalized  value,  whether  it  makes  money  or  not. 
In  other  words,  it  is  to  get  $36,000  for  the  entire  year's  work,  re- 
gardless of  the  number  of  machines  sold,  and  of  such  amount  $400 
is  allocated  to  the  State  of  Wisconsin  on  sales  approximating 
$480,000. 

The  treasurer  of  both  companies  is  the  same,  all  officers  are  the 
same.  The  finances  of  the  companies  are  taken  care  of  by  the  same 
treasurer,  and  at  the  end  of  every  month  the  selling  concern  gets 
one-twelfth  of  $360,000. 

Another  case  is  the  Buick  Motor  Company  v.  The  City  of  Mil- 
waukee. In  that  case  the  Buick  Company  entered  into  a  contract 
with  General  Motors,  under  which  it  agreed  to  sell  all  of  the  Buick 
automobiles  that  are  sold  in  the  State  of  Wisconsin  at  a  profit  of 
$2500  a  year,  whether  it  sold  one  car  or  whether  it  sold  several 
millions  of  dollars'  worth  of  cars,  as  it  did  last  year.  Dr.  Jones  is 
of  the  opinion  that  it  might  be  of  interest  to  you  to  know  that  these 
cases  will  be  tried  before  the  Federal  District  Court  next  month  at 
Milwaukee. 

Chairman  Fisher:  Any  further  discussion  on  consolidated  re- 
turns ? 

C.  L.  Turner  (Pennsylvania):  In  connection  with  the  consoli- 
dated returns  under  the  federal  law,  referred  to  by  Professor  Jones, 
he  stated  that  he  was  not  in  favor,  or  in  sympathy,  with  the  Crocker 
decision  of  the  Board,  as  I  understand  it.  The  Crocker  decision  of 
the  Board  stated  that  profits  from  the  sale  of  subsidiary  stock  were 
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not  taxable.  I  believe  that  is  fundamentally  right,  because  the  sub- 
sidiary corporation,  which  has  acquired  this  $50,000  of  surplus,  has 
had  this  $50,000  reported  as  part  of  the  income  of  the  consolidated 
group,  and  therefore  has  paid  the  tax  once,  and  if  the  stock  orig- 
inally cost  the  parent  company  $100,000,  and  then  is  sold  for 
$150,000,  that  means  the  tax  would  be  paid  twice  if  the  Board 
should  take  the  position  which  Mr.  Jones  thinks  it  should.  Also 
that  decision  of  the  Board,  in  my  opinion,  is  fundamentally  right 
from  a  second  standpoint.  In  case  of  a  subsidiary  dissolving,  it  is 
held  that  there  is  no  taxable  gain  or  loss,  and  I  think  those  two 
decisions  are  fundamentally  right  and  have  a  correct  ana'ogy. 

Ralph  C.  Jones:  I  agree  with  what  has  been  said  witli  respect 
to  the  Crocker  case,  as  a  single  case  decided  on  its  particular  facts. 
They  bought  the  stock  at  book  value,  they  reinvested  profits ;  they 
sold  it  at  book  value.  The  reinvested  profits  had  been  taxed  once. 
They  ought  not  to  be  taxed  again.  But,  in  order  to  decide  that  one 
case  correctly  the  Board  of  Tax  Appeals,  in  my  op'nion,  is  be- 
trayed into  making  a  generalization  which  will  not  ajiply  to  aH 
cases,  or  even  to  a  small  fraction  of  the  cases  which  arise.  Suppose 
they  bought  the  stock  for  $150,000 — take  the  Baker- Vawter  case — 
reinvested  profits  to  bring  it  up  to  $200,000.  and  then  sold  it  for, 
say,  $175,000;  the  company  should  have  a  deductible  loss  of  $25,000: 
but  under  the  Board's  theory  they  would  not  get  it.  for  if  the  Board's 
theory  was  adopted,  then  any  corporation  could  escape  the  tax  on 
capital  gain.  Maybe  that  would  be  desirable.  But  they  do  it  this 
way:  If  a  corporation  had  a  piece  of  property  which  cost  $100,000, 
and  wanted  to  sell  it  for  a  million  dollars,  under  the  Board's  de- 
cision it  would  simply  incorporate  a  special  subsidiary,  sell  the  stock 
for  $1,000,000,  and  the  whole  transaction  would  be  tax-free. 

Mr.  C.  L.  Turner:  Mr.  Chairman,  if  that  proposition  would  be 
adopted  generally,  the  corporations  could  cause  dissolution  and 
arrive  at  the  same  answer. 

Ralph  C.  Jones:  Not  if  the  instances  were  properly  cared  for. 
It  is  a  complicated  problem.  There  is  no  one  rule  that  will  solve  all 
the  questions. 

Chairman  Fisher:  If  there  is  no  further  discussion  on  this  sub- 
ject, we  will  proceed  to  the  annual  meeting  of  the   National  Tax 

Association. 

Chairman  Graves:  I  want  to  thank  Commissioner  Fisher.  He 
is  a  modest  man.  He  tried  to  persuade  me  that  he  lacked  the  ability 
to  preside.  I  am  quite  sure  you  agree  with  me  that  he  undertook 
to  deceive  me.  We  are  very  happy,  Mr.  Fisher,  to  have  had  you 
with  us. 

Before  we  su.s])end  the   work  of  this  conference  to  take  up  the 
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affairs  of  the  National  Tax  Association,  I  will  ask  Senator  Ed- 
monds if  he  is  ready  to  submit  a  report  for  the  Resolutions  Com- 
mittee. 

Franklin  S.  Edmonds:  Yes,  sir. 

The  Committee  on  Resolutions  reports  the  following-  resolutions 
with  a  favorable  recommendation.  The  first  is  introduced  bv  Dr. 
C.  J.  Bullock. 

Resolved,  That  the  National  Tax  Association  be  requested  to 
consider  the  desirability  of  raising  funds  for  conducting  a  gen- 
eral survey  of  the  present  status  and  working  of  the  laws  of 
the  states  relating  to  taxation. 

Second  resolution,  reported  favorably,  introduced  by  Dr.  Bullock : 

Resolved,  That  the  conference  recommend  to  the  National 
Tax  Association  the  appointment  of  a  committee  to  investigate 
the  subject  of  uniformity  and  reciprocity  in  state  and  local 
taxation,  to  report  to  the  next  conference. 

Third  resolution,  reported  favorably,  introduced  by  Mr.  Edward 
P   Tobie  of  Rhode  Island : 

Whereas,  definitions  of  value  for  purposes  of  taxation  laid 
down  in  the  statutes  of  many  states  have  been  found  difficult 
if  not  impossible  of  application  in  the  actual  work  of  assess- 
ment ;  and 

Whereas,  efforts  to  obtain  equality  for  all  taxpayers  with  a 
base  defined  variously  as  "  full  value,"  "  market  value  "  and 
"  fair  cash  value  "  by  the  use  of  the  "  willing  buyer  and  willing 
seller  "  rule  have  been  admittedly  unsuccessful,  and  recourse 
by  assessing  authorities  to  the  consideration  of  other  elements 
of  value  not  authorized  by  law  has  become  almost  universal; 
therefore  be  it 

Resolved,  That  this  conference  requests  the  National  Tax 
Association  to  appoint  a  committee  to  undertake  a  survey  of 
the  statutory  provisions  defining  the  bases  upon  which  property- 
valuations  in  the  several  states  are  required  to  be  determined 
by  the  taxing  authorities,  and  an  investigation  of  the  extent  to 
which  such  provisions  of  law  have  been  abridged,  modified,  or 
otherwise  rendered  archaic  or  difficult  of  strict  compliance  by 
judicial  dictum;  and  to  report  to  the  next  conference  a  statu- 
tory definition  of  value  for  purposes  of  taxation  designed  to 
remove,  so  far  as  possible,  existing  legal  obstacles  to  an  equi- 
table di.stribution  of  the  ad  valorem  tax  burden ;  and  also  to 
consider  methods  of  improvement  of  the  technique  of  assess- 
ments. 
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The  fourth  resolution,  reported  favorably,  introduced  by  Dr.  Fred 
R.  Fairchild  : 

Resolved,  That  the  National  Tax  Association  be  requested 
to  appoint  a  committee  to  investigate  the  relation  between  the 
functions  and  sources  of  revenue  of  the  states  and  their  local 
subdivisions,  with  special  relation  to  the  possibility  of  relieving 
the  tax  burden  which  falls  upon  land  and  buildings,  such  com- 
mittee to  report  to  the  tax  conference  in  1930. 

The  committee  recommends  that  the  resolution  offered  by  the 
Illinois  delegation  be  referred  to  the  committee  authorized  by 
the  third  resolution  above  stated  for  consideration  and  report. 
That  is  the  committee  that  has  to  do  with  the  definition  of  value. 

The  resolution  of  the  Illinois  delegation  is  as  follows: 

Whereas,  the  true  basis  for  both  urban  and  rural  property 
taxation  must  be  accurate,  uniform  assessments,  which  show 
the  valuation  of  each  property  subject  to  taxation;  and 

Whereas,  assessments  of  real  estate  are  almost  universally 
lacking  in  equity,  thus  creating  dissatisfaction  among  taxpayers 
and  administrators  of  public  affairs,  and  gross  injustice  which 
nullifies  the  evident  purpose  of  the  laws  relating  to  the  taxa- 
tion of  real  property  ;  and 

Whereas,  owing  to  the  failure  of  assessors  to  install  uni- 
form, systematic  methods  of  valuation  for  taxation,  and  the 
general  lack  of  understanding  of  such  methods  on  the  part  of 
assessors  and  taxpayers ;  and 

Whereas,  the  Illinois  State  Tax  Commission,  in  its  recent 
order  for  the  re-assessment  of  the  real  estate  within  Cook 
County  (including  the  City  of  Chicago)  has  prescribed  certain 
rules  to  be  used  by  the  assessors  in  such  revaluation ; 

Resolved.  That  Rules  14  and  15  of  the  Illinois  Tax  Com- 
mission relating  to  the  valuation  of  real  property  in  Cook 
County  shall  be  printed  in  the  proceedings  of  this  conference, 
together  with  similar  rules  and  regulations  by  other  legislative 
and  administrative  bodies  which  may  inform  the  members  of 
the  National  Tax  Association  as  to  the  proper  procedure  for 
establishing  equity  in  assessments; 

Resolved.  That  the  President  of  the  National  Tax  Associa- 
tion shall  at  this  conference  appoint  a  committee  to  present  to 
the  next  conference  a  report  which  shall  include  a  study  of 
rules  14  and  15  of  the  Illinois  Tax  Commission,  and  other  gen- 
eral rules  for  analysis  of  real  property  values;  the  committee 
to  offer  suggestions  to  the  conference  as  to  appropriate  regula- 
tions for  analysis  of  real  property  assessments,  to  be  suggested 
as  a  model  for  enactment  in  statutory  form,  or  for  adoption  by 
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tax  administrative  bodies,  including  assessors  and  reviewers. 
The  committee  shall  also  be  requested  to  investigate  methods  by 
which  equalization  between  local  taxing  districts  within  a 
county,  or  between  counties  within  a  state,  may  be  simplified 
and  improved. 

The  committee  also  reports  that  it  has  received  two  resolutions, 
upon  which  their  decision  is  adverse.  These  resolutions  were  sub- 
mitted by  a  delegate  from  New  York  State,  and  the  committee's 
opinion  is  that  they  should  be  reported  adversely  for  two  reasons. 
Fir.st,  the  committee  doubts  whether  the  subject  matter  is  within  the 
purview  of  this  conference,  and,  second'  they  relate  to  subjects  upon 
which  there  has  been  no  investigation,  study  or  report  by  the  con- 
ference, and  therefore  the  committee  reports  unfavorably  upon  the 
two  resolutions. 

There  is  another  resolution.  Mr.  Chairman,  expressing  the  senti- 
ment of  the  members  of  this  conference  with  reference  to  the 
arrangements  that  have  been  made  for  their  hospitality  and  accom- 
modation. With  your  permission  I  should  like  to  report  that  reso- 
lution tomorrow. 

Chairman  Graves:  Under  the  rules  of  the  conference  the  re- 
port of  the  resolutions  committee  will  not  be  considered  or  debated 
at  this  time,  but  will  be  taken  up  at  tomorrow  morning's  session,  as 
indicated  by  the  program. 

We  shall  now  suspend  the  work  of  the  twenty-second  annual  tax 
conference  and  take  up  that  of  the  National  Tax  Association.  To 
some  of  you  it  may  not  be  known  that  we  are  dealing  with  two 
entities,  the  National  Tax  Association,  the  sponsor  of  this  conference, 
and,  second,  the  Twenty-second  Annual  Tax  Conference,  which 
convened  on  Monday,  and  which  will  adjourn  tomorrow.  When 
the  adjournment  times  comes  tomorrow,  this  twenty-second  annual 
conference  will  go  out  of  existence,  as  it  were.  The  National  Tax 
Association,  which  sponsored  the  conference,  which  arranged  for  it, 
which  called  it,  is  a  continuing  body,  and  we  now  take  up  the  work 
of  the  annual  meeting  of  the  National  Tax  Association. 
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President  Graves:  First  we  have  a  committee,  consisting  of 
Professors  Bullock,  Page  and  Adams,  on  the  incorporation  of  the 
Aational  Tax  Association. 

liave  you  something  to  report,  Mr.  Bullock? 

Charles  J.  Bullock  :  During  the  past  year  your  committee  has 
taken  up  again  this  matter  of  incorporation  and  considered  partic- 
ularly the  vote  passed  at  the  meeting  last  year,  expressing  the  de- 
sires of  the  members  of  the  association  there  present,  as  to  the 
persons  to  be  allowed  to  vote  at  the  various  conferences;  and  after 
considering  that,  we  wish  to  report  back  to  you  the  proposed  articles 
of  incorporation,  copies  of  which  have  been  distributed — this  small 
single  sheet — for  your  consideration. 

If. you  will  turn  to  the  back  of  that  sheet  you  will  tind  in  the 
second  paragraph,  in  the  righthand  column,  the  recommendation 
that  we  now  make  to  you.  It  turned  out  upon  conference  with  a 
gentleman  particularly  interested  in  a  motion  adopted  at  Seattle, 
that  something  more  had  been  accomplished  by  the  motion  than  was 
desired.     I  will  read  the  motion  made  at  Seattle. 

"  V'oting  on  such  questions  shall  be  vested  in  such  persons 
in  attendance  and  expressed  in  such  manner  as  may  be  deter- 
mined by  the  by-laws  of  the  corporation." 

It  turned  out  upon  conference  that  what  was  desired  was  to  have 
voting  vested  in  such  persons  in  attendance  as  might  be  determined 
by  the  by-laws  of  the  corporation,  but  to  have  the  expression  of  the 
vote,  etc.,  left  to  the  conference.  Therefore,  your  committee,  which 
was  instructed  by  the  last  conference  to  take  these  things  substan- 
tially and  proceed  with  the  incorporation,  felt  it  necessary  to  rei)ort 
hack  to  you  this  amendment  of  that  Seattle  amendment,  which  car- 
ries out  the  purposes,  as  nearly  as  we  could  ascertain,  of  the  gentle- 
man making  the  motion  at  Seattle.  We  therefore  recommend  that 
that  particular  provision  be  made  to  read  as  indicated  upon  the 
typewritten  slip  affixed  to  the  articles  of  incorporation.  We  believe 
that  that  carries  out  the  desire  expressed  at  Seattle,  and  does  not  do 
more  than  was  desired,  namely:  tie  up  to  the  by-laws  of  the  cor- 
poration the  form  in  which  the  conference  shall  express  its  votes. 

That  matter  we  should  like  to  have  you  consider,  and  in  case  you 
tind  the  amended  articles  of  incorporation  satisfactory,  I  wish  to 
submit  this  motion,  Mr.  Chairman,  which  has  l)een  drawn  l)y  Pro- 
fessor Fairchild  who  was  in  conference  with  us. 
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Whereas,  at  the  last  annual  meeting  of  this  association  the 
following  resolution  was  adopted : 

■'  Resolved,  that  the  form  of  certificate  of  incorporation  of 
the  National  Tax  Association  submitted  to  this  meeting  by  the 
committee  on  incorporation  is  hereby  approved  and  the  com- 
mittee is  hereby  authorized  and  directed  to  proceed  with  the 
incorporation  of  the  association  under  the  laws  of  the  District 
of  Columbia,  with  a  certificate  of  incorporation  in  substantially 
such  form  ;" 

Whereas,  the  committee,  in  obedience  to  such  resolution, 
now  proposes  certain  slight  changes  in  phraseology  in  such 
form  of  certificate,  therefore 

Be  it  Resolved,  That  the  form  of  certificate  of  incorporation 
of  the  National  Tax  Association  submitted  to  this  meeting  by  the 
committee  on  incorporation  is  hereby  approved  and  the  com- 
mittee is  hereby  authorized  and  directed  to  proceed  with  the 
incorporation  of  the  association  under  the  laws  of  the  District 
of  Columbia,  witli  a  certificate  of  incorporation  in  substantially 
such  form ; 

Resolved,  That  by-laws  to  govern  the  corporation  to  be  or- 
ganized in  substantially  the  form  submitted  to  this  meeting  by 
the  committee  on  incorporation  are  hereby  approved. 

President  Graves:  You  have  heard  the  report  of  the  chairman 
of  the  committee  on  incorporation  and  his  motion. 

Philip  Zoercher  (Indiana)  :  Second  that  motion. 

Franklin  S.  Edmonds  (Pennsylvania)  :  Second  that  motion. 

William  Mueller  (Minnesota):  In  order  to  bring  the  matter 
formally  before  the  meeting.  I  move  the  adoption  of  the  resolution. 

President  Graves  :  It  has  been  moved  and  seconded  that  the 
report  of  the  committee  on  incorporation  be  adopted. 

Charles  J.  Tobin  (New  York)  :  I  don't  know;  it  may  be  fully 
understood,  but  there  surely  appears  to  be  contradiction  of  language 
in  the  amendment  as  now  proposed.  It  says :  "  The  voting  on  such 
questions  shall  be  vested  in  such  persons  in  attendance  as  may  be 
determined  by  the  corporation  "  —  and  then  it  goes  on  and  says, 
■'  and  be  expressed  in  such  manner  as  may  be  prescribed  by  the 
conference  when  assembled."     Now,  which  body  is  going  to  do  this? 

C.  J.  Bullock:  There  are  two  different  things:  The  first  is  the 

question  of  who  shall  vote.     That  was  the  essence  of  the   Seattle 

motion.    Persons  in  attendance,  as  determined  by  the  by-laws  of  the 

corporation.     That  is  what  we  have  here,  voting  power  vested   in 

28 
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such  persons  in  attendance  as  may  be  determined  by  the  corpora- 
tion.    That  means  by  its  by-laws,  of  course. 

Charles  J.  Tobin  :  Cannot  we  say  that? 

C.  J.  Bullock  :  I  have  the  by-laws  here,  where  it  is  said. 

Charles  J.  Tobin  :  Why  can't  we  write  this  so  plain  that  every- 
body will  understand  exactly  what  it  means? 

C.  J.  Bullock:  We  have  the  by-laws  here,  and  they  will  be  pre- 
sented in  a  minute.  That  is  a  thing  the  corporation  will  do  by  the 
by-laws,  and  they  are  here. 

Charles  J.  Tobin  :  If  I  may  be  pardoned,  we  say  "  it  shall  be 
vested  in  such  persons  in  attendance  as  may  be  detei'mined  by  the 
corporation."  That  is  one  thing.  Then  we  go  on  and  say,  ''  and 
be  expressed  in  such  manner  as  may  be  prescribed  by  the  confer- 
ence when  assembled." 

C.  J.  Bullock  :  That  is  right.  We  found,  when  we  got  together 
at  Bridgeport — Drs.  Fairchild  and  Whitney,  who  represented  those 
in  this  motion — that  it  was  not  desired  to  have  the  mode  of  expres- 
sion determined  by  the  cor])oration.  That  is  a  thing  obviously  that 
ought  to  be  left  to  the  conference,  which  is  free  in  that  matter.  All 
that  the  motion  at  Seattle  contemplated  was  that  the  personnel  of 
the  conference  siiould  be  determined  bv  the  corporation,  that  is,  the 
N.  T.  A. 

Charles  J.  Tobin:  This  here  doesn't  have  to  do  with  the  per- 
sonnel of  the  conference;  this  has  to  do  with  the  voting  ])o\\er. 

C.  J.  Bullock  :   I  know  that. 

Franklin  S.  Edmonds  (Pennsylvania):  Mr.  Turner  has  called 
my  attention  to  the  leaflet  which  was  handed  him,  as  to  a  misprint 
there,  in  that  on  the  last  line  of  it  it  has  "'  corporation  "  instead  of 
"  conference  ",  whereas,  in  the  one  the  chairman  reported  it  has 
'■  conference  "  on  the  last  line  and  not  "  corporation  ".  T  have  two 
here,  one  of  which  says  "  conference  "  and  the  other  says  "  cor- 
poration ".     Maybe  that  is  what  is  confusing  the  people. 

C.  J.  Bullock  :  These  were  dui)licated.  In  this  copy  1  have  it 
is  "  conference  ".  In  manifolding  these  things  an  error  w'as  made 
in  some  of  the  copies.  In  the  last  line,  the  copy  I  hand  in  witli  the 
resolution,  reads  "  conference  ". 

President  Graves:  It  seems  to  me  quite  clear  that  the  report  of 
the  committee  is  correct.  Some  one  must  determine  who  has  the 
right  to  vote  at  a  conference.  We  cannot  just  let  a  mob  of  people 
assemble.  They  have  no  way  of  organizing  themselves  and  deter- 
mining who  has  the  right  to  vote.     Therefore  the  corporation,  the 
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National  Tax  Association,  that  calls  it  together  has  a  right  to  say 
who  shall  have  a  right  to  vote.  Now,  that  is  what  this  amendment 
means.  It  may  be  limited  to  delegates  named  by  governors,  or  dele- 
gates named  by  governors  and  universities,  or  delegates  named  by 
governors,  universities  and  real-estate  boards.  That  is  for  the 
National  Tax  Association,  the  corporation,  to  decide;  but  when  it 
gets  down  to  the  method  of  expressing  the  vote,  whether  it  shall  be 
by  ballot,  or  this  way  or  that  way,  or  some  other  way,  that  is  for  the 
conference  itself,  after  it  has  organized,  to  decide,  and  that  is  what 
the  amendment  which  Professor  Bullock  has  read  provides. 

(  Call  for  question) 

President  Graves  :  Is  there  any  further  discussion  ? 

J.  Lord  Rigby  (Pennsylvania)  :  Might  I  ask  for  the  information 
of  the  delegates  generally  if  the  secretary  or  chairman  will  not  read 
Paragraph  2.  in  Section  3  of  Article  II  of  the  by-laws,  which  seems 
to  cover  the  whole  situation?     With  permission,  I  will  read  it. 

President  Graves:  All  right. 

J.  Lord  Rigby  :  "  The  voting  power  in  each  conference  upon  any 
question  involving  an  expression  of  the  opinion  of  the  conference 
on  a  question  of  taxation  or  public  finance  of  general  public  in- 
terest, shall  be  vested  ill  the  delegates  in  attendance,  appointed  by 
the  governor  or  other  chief  executive  of  states.  In  voting  upon 
such  questions  each  state  shall  have  one  vote,  and  in  case  of  a 
division  of  opinion  among  the  delegates  therefrom,  the  vote  shall  be 
divided,  so  as  to  give  proportionate  weight,  by  approximate  frac- 
tions, to  the  opinions  of  the  respective  delegates." 

Charles  J.  Bullock  :  The  portion  the  gentleman  read  is  the 
exact  provision  in  the  by-laws  to  which  reference  is  made  in  this 
smaller  document — the  articles  of  incorporation.  Now,  we  have  to 
have  the  two  documents,  and  at  this  point  it  is  necessary  to  tie  them 
together.  The  gentleman  has  read  the  entire  paragraph  in  the  by- 
laws that  we  are  presently  going  to  take  up,  to  which  reference  is 
made  in  the  articles  of  incorporation  that  you  have  seen.  We  need 
both,  and  apparently  in  about  the  present  form  if  we  are  going  to 
carry  out  the  expressed  desire. 

J.  Lord  Rigby:  My  only  confusion  is  in  the  small  printed  leaflet. 
The  question  is  covered  by  saying  that  it  ''  shall  be  vested  in  such 
persons  in  attendance  as  may  be  determined  by  the  corporation." 
Now,  the  corporation  has  determined  how  that  shall  be  done  by  its 
by-laws. 

President  Graves  :  I  want  to  correct  the  gentleman.  The  cor- 
poration has  not  determined  it,  because  there  is  no  corporation  yet. 
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and  because  we  have  not  adopted  the  by-laws.     The  Chair  recog- 
nizes Mr.  Holcomb. 

A.  E.  Holcomb:  That  is  exactly  in  compliance  with  the  charter. 

J.  Lord  Rigby  :  I  simply  made  that  statement  in  order  to  clarify 
the  situation.  I  have  always  understood  that  there  is  where  the 
voting  power  was  vested. 

A.  E.  Holcomb:  But  it  might  want  to  call  some  other  kind  of  a 
conference. 

J.  Lord  Rigby  :  I  assumed  that  the  inquiry  was  in  regard  to  the 
powers  of  the  corporation. 

President  Graves  :  There  is  no  difference  between  Mr.  Rigby 
and  Mr.  Holcomb.     The  Chair  recognizes  Mr.  McKenzie. 

Mr.  Holcomb:  That  is  the  purpose  of  it,  to  follow  out  the  charter 
provision. 

H.  C.  McKexzie  (New  York)  :  There  are  two  distinct  classes  of 
individuals;  one  will  be  the  meml)ers  of  the  corporation  and  the 
other  will  be  the  members  of  the  conference.  Now,  the  corporation 
is  to  determine  who  shall  vote,  and  as  I  understand  this  slip  on  the 
back,  the  people  who  have  no  right  to  vote  are  the  members  of  the 
corporation  and  will  be  allowed  to  determine  how  the  vote  shall  be 
taken.  Now.  I  want  to  ask  the  committee  why  they  put  it  in  that 
shape. 

President  Graves:  That  is  not  so.  Mr.  McKenzie.  The  corpora- 
tion, the  National  Tax  Association,  will  determine  who  shall  have 
the  right  to  vote. 

Mr.  McKenzie:  Yes. 

President  Gr.wes  :  Determine  that  through  its  by-laws. 

Mr.  McKenzie:  Exactly. 

President  Graves  :  Now,  after  they  have  determined  who  shall 
have  the  right  to  vote,  then  those  people  who  have  a  right  to  vote 
will  determine  how  they  shall  vote. 

Mr.  McKenzie:  Then  the  conference  consists  entirely  of  the 
people  who  have  the  right  to  vote. 

C.  J.  Bullock:  So  far  as  voting  power,  yes.  Our  old  N.  T.  A. 
constitution  had  very  wise  provisions  on  that  matter,  which  we  have 
taken  over  in  this.  We  have  the  voting  delegates  in  the  conference. 
The  members  of  the  Tax  Association  have  no  right  to  vote  in  the 
conference.  The  delegates  sent  by  the  Governors  of  the  states, 
under  the  by-laws,  now  will  have  the  sole  right  to  vote,  and  that  is 
determined  bv  the  bv-laws.     The  members  of  the  Tax  Association 
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have  no  standing  in  the  conference  to  vote  unless  they  happen  to 
get  themselves  appointed  as  delegates  by  the  Governor.  You  are 
dealing  with  two  separate  bodies.  The  corporation,  or  the  Tax 
Association,  merely  determines  who  shall  vote,  limiting  it  to  the 
delegates  appointed  by  Governors,  and  then  the  conference  is  a  law 
unto  itself  as  to  the  manner  of  expressing  its  votes. 

President  Graves  :  The  question  is  on  the  motion  of  Professor 
Bullock  that  the  Committee  on  Incorporation  shall  have  the  author- 
ity to  proceed  with  the  incorporation  of  the  N.  T.  A.  under  this 
form  of  certiticate.     Mr.  Colloday  of  Washington. 

Mr.  Colloday  (Washington):  Does  that  motion  carry  the  r\)- 
proval  of  the  by-laws  ? 

C.  J.  Bullock  :  It  does  not.  The  by-laws  have  not  been  pre- 
sented at  all. 

President  Gr.wes  :  Are  you  ready  for  the  question  ? 

(Call  for  the  question) 

(Ayes  and  Noes) 

President  Graves:  The  motion  is  carried. 

[The  proposed  certificate  of  incorporation  as  approved  is  as  fol- 
lows.— Ed.] 

Certificate  of  Incorporation  of  National  Tax  Association 

This  is  to  certify  that  the  undersigned,  all  being  persons  of  full 
age  and  citizens  of  the  United  States  and  the  majority  being  citizens 
Oi  the  District  of  Columbia,  desiring  to  associate  ourselves  for  scien- 
tific and  educational  purposes,  and  to  that  end  to  form  a  body  politic 
and  corporate,  under  the  provisions  of  sub-chapter  three  of  Chapter 
Eighteen  of  the  Code  of  Law  for  the  District  of  Columbia,  ap- 
proved March  3,  1901,  and  Acts  of  Congress  amendatory  thereto,  do 
hereby  make,  sign  and  acknowledge  this  certificate  in  writing,  stat- 
ing as  follows : 

First:  The  name  or  title  by  which  the  association  or  corporation 
shall  be  known  in  law  is  National  Tax  Association. 

Second:  The  term  for  which  the  corporation  is  organized  is 
perpetual. 

Third:  The  particular  business  and  ol)jects  of  the  corporation  are 
as  follows : 

To  educate  and  benefit  its  members  and  all  others  who  may  be 
interested  in  the  subject  of  taxation  and  the  subject  of  public 
finance,  of  which  taxation  forms  a  part,  by  promoting  the  scien- 
tific study  thereof  generally,  by  the  encouragement  of  research,  by 
co'lecting,    preserving,    and    diffusing    scientific    information    and 
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knowledge  relating  thereto,  by  organizing  conferences  and  bringing 
together  for  discussion  public  officials,  taxpayers  and  their  repre- 
sentatives, students,  instructors  in  universities  and  colleges  and 
others  interested  m  the  subjects  of  taxation  and  public  finance,  by 
publishing  and  distributing  reports  of  conference  proceedings  and 
such  other  books,  periodicals  and  publications  as  may  be  desirable 
and  helpful  for  the  accomplishment  of  the  purposes  of  the  corpora- 
tion; by  appointing  committees  for  the  investigation  of  problems 
in  taxation  and  public  finance ;  by  formulating  and  announcing, 
through  the  deliberately  expressed  opinion  of  its  conferences  the 
best  informed  economic  thought  and  ripest  administrative  experi- 
ence available  for  the  guidance  of  public  opinion,  legislation,  and 
administration,  on  questions  relating  to  taxation  and  public  finance; 
by  acquiring,  utilizing,  applying,  and  disposing  of  property  and 
funds  exclusively  in  establishing,  maintaining,  improving,  and  ex- 
tending the  benefits  and  usefulness  of  the  corporation,  through  the 
accomplishment  of  its  purposes,  and  by  promoting  better  under- 
standing of  the  common  interests  of  national,  state,  and  local  gov- 
ernments in  the  United  States  and  elsewhere  in  matters  of  taxation 
and  public  finance  and  interstate  and  international  comity  in  taxa- 
tion. 

The  promotion  of  the  above  declared  business  and  objects  shall  at 
all  times  be  carried  on  subject  to  the  following  conditions  and  limi- 
tations, by  which  the  corporation  and  all  who  shall  hereafter  asso- 
ciate themselves  with  it,  as  members,  as  participants  in  its  delibera- 
tions and  activities  and  in  its  conferences  or  otherwise,  shall  be 
forever  bound ;  that  is  to  say : 

The  purposes  of  the  corporation  shall  be  non-partisan,  non- 
sectarian,  charitable,  benevolent,  scientific,  literary  and  educational. 

Xo  part  of  the  net  income  of  the  corporation  shall  at  any  time 
inure  to  the  benefit  of  any  officer  or  member  of  the  corporation  or 
of  any  individual  or  corporation  whatsoever. 

At  any  conference  which  the  corporation  may  organize,  members 
of  the  corporaton  shall  not  be  entitled  to  vote,  by  reason  of  such 
membership,  on  any  matter  involving  the  official  expression  of  the 
opinion  of  the  conference  on  a  question  of  taxation  or  public 
finance  of  general  public  interest,  but  the  voting  on  such  questions 
shall  be  vested  in  such  persons  in  attendance  as  may  be  determined 
by  the  corporation  and  be  ex])ressed  in  such  manner  as  may  be  pre- 
scribed by  the  conference  when  assembled. 

At  any  such  conference,  the  persons  attending  shall,  by  such 
attendance,  be  deemed  to  consent  to  the  condition  and  limitation  that 
the  result  of  the  vote  upon  a  matter  involving  the  official  expres- 
sion of  the  opinion  of  the  conference  on  a  question  of  taxation  or 
public  finance  of  general  public  interest  shall  not  be  announced  or 
be  given  publicity  in  any  report  thereof  issued  by  the  corporation 
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or  be  taken  as  having  its  endorsement,  unless  there  shall  have  been 
full  discussion  thereof,  at  that  or  a  prior  conference,  and  unless  the 
vote  shall  represent  the  substantially  unanimous  opinion  of  the  con- 
ference, which  shall  be  deemed  to  be  expressed  by  not  less  than  a 
four-fifths  vote. 

Fourth:  The  number  of  the  managers  of  the  corporation,  who 
shall  be  called  the  executive  committee,  shall  for  the  first  year  of 
its  existence  be  thirteen. 

Witness  our  hands  this day  of 

A.  D.  1928. 

C.  J.  Bullock  :  Now,  we  have  distributed  the  by-laws,  which 
were  not  ready  last  year,  and  I  will  say  first  in  general,  that  they 
perpetuate  as  far  as  possible  the  provisions  of  the  old  constitution 
of  the  N.  T.  A.,  which  in  most  respects  was  an  excellent  constitu- 
tion and  has  served  3'our  committee  as  a  guide.  In  the  second  place, 
upon  certain  matters  which  were  not  satisfactorily  settled  by  the  old 
N.  T.  A.  constitution,  these  by-laws  embody  the  votes  taken  at  the 
meeting  at  Toronto  two  years  ago,  which  votes  in  part,  and  in  the 
most  important  part,  were  based  upon  the  report  of  a  committee 
known  as  the  Fairchild  committee,  which  were  appointed  three  or 
four  years  ago  to  look  into  this  matter  of  voting  at  conferences  and 
had  submitted,  about  three  years  ago,  a  very  excellent  report  which 
was  approved  by  the  association.  So,  then,  your  committee  has 
taken  the  X.  T.  A.  constitution  and  the  Fairchild  report,  and  the 
votes  of  the  Toronto  conference,  and  put  them  together  with  as  few 
other  changes  as  possible. 

Now,  a  few  additions  had  to  be  made  in  order  to  comply  with  the 
legal  requirements  in  the  District  of  Columbia.  For  example,  we 
have  to  put  in  several  sections,  at  least  two  sections,  to  which  I  will 
call  your  attention.  Then  there  is  one  matter,  which  we  found  had 
not  been  covered  by  the  votes,  which  we  propose  here  to  tie  up  more 
tightly  and  in  more  satisfactory  form  as  a  safeguard.  I  will  bring 
that  to  your  attention. 

On  page  1  of  the  proposed  by-laws  we  have  essentially  the  X.  T.  A. 
provision,  nothing  upon  which  your  committee  thinks  it  is  neces- 
sary to  comment.  On  page  2  in  sections  2  and  3  are  the  conclusions 
of  the  Fairchild  report  and  the  votes  of  the  Toronto  conference. 
Section  3  is  especially  important.  That  is  the  ground  we  threshed 
out  for  an  hour  or  so  at  the  Toronto  meeting,  the  subject  having 
been  previously  covered  by  the  Fairchild  report,  and  I  will  say 
nothing  more  about  that.  On  page  3,  the  second  paragraph,  is  new 
matter.  We  found  that  at  times  it  had  been  undertaken  to  intro- 
duce resolutions  approving  or  disapproving  pending  legislation  in 
certain  states  or  at  the  Xational  Capitol,  and  that  at  such  times 
proposals  had  been  made  to  adopt  resolutions  on  subjects  that  had 
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never  been  fully  considered.     We  thought  it  desirable,  therefore,  to 
submit  to  you  this  paragraph  which  you  have  before  you: 

■'  Xo  resolution  approving  or  opposing  legislation  shall  be 
considered  by  the  conference  unless  it  has  been  discussed  at  a 
session  of  the  conference  at  which  it  is  proposed,  or  has  been 
the  subject  of  a  report  made  thereon  by  some  committee  of  the 
conference  or  of  the  corporation,  or  has  been  the  subject  of  a 
resolution  adopted  by  some  previous  conference." 

That  is  an  additional  safeguard  which  we  considered  necessary. 
If  you  don't  like  it.  you  caii  strike  it  out. 

On  page  4  we  made  a  change,  which  seems  to  be  one  which 
would  be  desirable,  anyhow,  even  if  we  were  not  going  to  incor- 
porate, but  which  seems  quite  necessary  if  we  are  going  to  in- 
corporate. We  have  to  have  legal  form  to  our  executive  committee. 
Article  4,  section  1,  provides  that  ''the  affairs  of  the  association 
shall  be  administered  by  a  president,  a  vice-president,  a  secretary, 
a  treasurer,  and  an  executive  committee,  consisting  of  the  above 
officers,  the  three  ex-presidents  who  have  last  held  office,  who  shall 
be  members  cx-officio,  and  nine  elected  members." 

Now,  we  have  limited  the  number  of  ex-presidents,  or  elder  states- 
men, to  three.  The  reason  is  that  by  the  time  a  fellow  has  served 
the  association  as  vice-president,  and  then  president,  and  then  for 
three  years  served  as  a  member  of  the  executive  committee,  he  will 
have  given  five  years'  fairly  close  attention  to  its  affairs.  Experi- 
ence shows  that  thereafter  he  does  not  give  very  close  attention  and 
is  not  a  very  good  member  of  the  executive  committee.  Other  in- 
terests engage  his  attention ;  and  obviously  since  we  have  got  to 
have  a  legal  quorum,  we  have  to  have  members  of  the  executive 
committee  who  will  attend ;  and  we  think  this  is  the  opportune  time 
to  do  something  which  it  would  have  been  desirable,  probably,  for 
the  association  to  do  anyhow,  and  that  is,  limit  the  number  of  elder 
statesmen  on  the  executive  committee  to  the  three  ex-presidents 
who  have  last  held  office.  Now,  that  is  a  new  matter,  and  I  call  it 
to  your  attention. 

The  members  of  the  executive  committee  are  not  officers.  The 
secretary  and  treasurer  are  eligible  for  re-election. 

Now,  if  you  take  the  language  above:  The  affairs  of  the  asso- 
ciation will  he  administered  by  the  president,  vice-president,  secre- 
tary, and  treasurer,  and  an  executive  committee,  consisting  of  the 
above  officers,  the  three  ex-presidents  who  have  last  held  office,  and 
so  forth,  who  shall  be  members  cx-officio.  The  executive  committee 
are  not  officers. 

Then  on  page  5  there  are  two  paragraphs,  the  third  and  fourth, 
that  are  new  matter,  that  were  not  necessary  in  the  old  constitution 
of  the  X.  T.  A.,  l)ut  are  necessarv  here.     It  goes  on  to  sav :  "The 
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executive  committee  sliall  iiave  full  power  and  authority,  in  the 
interval  between  meetings  of  the  association,  to  do  all  acts  and  per- 
form all  functions  which  the  association  itself  might  do  or  perform, 
except  that  it  shall  not  have  power  to  amend  the  certificate  of  in- 
corporation or  the  by-law-s." 

If  the  association  is  going  to  function,  that  is  necessary. 

"  The  cx-officio  members  of  the  executive  committee  may  be 
authorized  by  the  committee  to  exercise  all  the  powers  and 
functions  of  the  committee." 

That  is,  the  president,  vice-president,  secretary,  and  treasurer  are 
authorized  to  exercise  all  the  powers  of  the  committee  with  respect 
to  matters  and  things  arising  in  the  routine  management  of  the 
association  requiring  the  formal  action  of  the  officers,  during  the 
intervals  between  the  meetings  of  the  committee. 

Charles  J.  Tobin  (New  York)  :  Alay  I  interrupt  to  ask  whether 
it  has  provided  for  a  quorum  ? 

C.  J.  Bullock  :  Yes,  at  the  top  of  the  page.  This  proof  I  re- 
ceived as  I  was  leaving  Cambridge,  and  1  have  been  busy  here. 
Page  5,  third  line:  "  At  such  meetings  a  majority  of  the  committee 
shall  constitute  a  quorum." 

Now,  gentlemen,  those  are  the  only  things  that  in  our  judgment 
require  your  attention.  It  may  be  that  somebody  has  dropped  a 
stitch,  and  that  you  have  had  time  during  this  discussion  to  peruse 
this  and  find  some  other  things  that  should  be  considered. 

President  Graves:  The  Chair  will  now  entertain  a  motion  for 
the  adoption  of  these  by-laws  if,  as  and  when  the  corporation  is 
formed. 

Mr.  Long  :  I  move  the  adoption. 

(Motion  seconded) 

President  Graves  :  It  has  been  moved  and  seconded  that  these 
by-laws  be  adopted.  The  resolution  reads :  "  Resolved,  that  by-laws 
to  govern  the  corporation  to  be  organized,  in  substantially  the  form 
submitted  to  this  meeting  by  the  committee  on  incorporation,  are 
hereby  approved." 

Now,  before  there  is  discussion  from  the  floor,  the  Chair  will 
venture  to  make  a  few  observations.  It  usually  happens  when  you 
are  handed  a  slip  of  paper  or  a  few  sheets  of  paper,  as  we  have  been 
here,  that  you  read  it  over  and  immediately  a  lot  of  questions  occur 
to  your  mind.  That  is  what  happened  in  Seattle  a  year  ago.  The 
certificate  of  incorporation  contained  the  same  void  that  our  old 
constitution  had  contained  for  twenty-one  years,  and  yet  we  had 
.successfully,  for  twenty-one  years,  organized  annual  tax  confer- 
ences without  anv  difficultv.     I   will  admit  that  as  a  result  of  the 
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change  that  was  made  in  Seattle,  and  as  re-worked  by  the  com- 
mittee on  incorporation,  the  certificate  is  more  to  my  Hking,  because 
it  has  done  away  with  that  void.  But,  I  think  in  considering  these 
by-laws  we  might  well  not  be  too  critical  of  them.  This  committee, 
composed  of  Professors  Bullock,  Page  and  Adams,  men  who  have 
given  unstintingly  of  their  time  for  the  work  of  this  association 
for  a  great  many  years,  have  worked  up  these  by-laws  to  their  best 
ability.  I  for  one  am  in  favor  of  taking  them  as  they  are  written, 
because  if  we  do  take  them  as  they  are  written  we  are  not  making 
an  irrevocable  decision,  because  in  the  last  article  and  section  we 
find  that  these  by-laws  may  be  amended  at  any  annual  meeting  or 
special  meeting  of  the  association  by  a  two-thirds  vote  of  all  the 
members  present,  providing  the  full  text  of  the  amendment  has  been 
published  in  certain  ways.     Any  discussion? 

William  Mueller  (Minnesota)  :  I  think  a  motion  was  made  to 
adopt  the  by-laws  before  the  resolution  of  the  committee  was  read. 
Would  it  not  be  a  little  better  form  to  make  a  motion  to  adopt  the 
resolution  ? 

President  Graves:  Very  well. 

William  Mueller  :   I  make  that  motion. 

President  Graves:  You  will  accept  that  amendment  to  your 
motion,  both  of  you  men  ?  The  (juestion  is  on  this  resolution  which 
I  have  read.     Is  there  any  discussion  from  the  floor  ? 

Charles  J.  Tobin:  The  first  i)aragraph,  page  5,  states  that  at 
such  meeting  a  majority  of  the  committee  shall  constitute  a  quorum. 
As  the  committee  is  set  up  it  will  take  nine  members  present  to  con- 
stitute a  quorum.  Now,  the  folks  that  have  to  do  with  the  drafting 
of  these  by-laws  might  address  themselves  as  to  whether  they  are 
certain  of  having  nine  members  at  these  meetings  to  transact 
business. 

F'hilii'  Zoercher  (  Indiana)  :    It  is  seven. 

Franklin  S.  Edmonds  (Pennsylvania):  I  think  that  might  be 
read  in  connection  with  the  application  for  charter,  which  says  the 
executive  committee  shall  consist  of  thirteen.  In  other  words,  that 
phraseology  in  the  charter,  j)lus  the  fact  that  three  ex-presidents  are 
cv-officio,  would  be  sufficient,  1  think,  to  explain  that  the  quorum 
had  to  lie  the  majority  of  thirteen,  or  seven. 

Charles  j.  Tobin  :  It  could  be  read  the  other  way. 

Franklin  S.  Edmonds:  Well,  it  could;  but  you  have  the  charter. 

President  Graves  :  Any  other  discussion  ? 

Zknas  W.  Bliss   (Rhode  Is'and):    1  should  like  to  call  attention 
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to  one  expression  here  tliat  I  object  to  very  much,  and  that  is  on 
the  second  page,  tlie  last  part  of  that  section  3 :  "  Such  unanimity 
shall  be  deemed  expressed  by  a  four-fifths  vote."  I  think  that  is  a 
serious  mistake.  It  simply  ties  the  hands  of  the  organization,  allows 
the  hands  of  the  organization  to  be  tied  by  a  very  small  minority. 
For  instance,  we  have  48  states,  which  would  have  48  votes;  ten 
states  could  prevent  an  expression  of  the  opinion  of  the  conference. 
I  think  the  object  would  be  properly  accomplished  if  you  left  that 
out.  It  would  read:  "If  the  result  of  such  vote  shall  not  reflect 
substantial  unanimity  on  the  subject  in  question,  no  publication 
thereof  shall  be  made  and  it  shall  not  be  considered  as  expressive 
of  the  opinion  of  the  conference."  without  tying  it  down  to  a  four- 
fifths  vote.  We  got  along  very  well  for  twenty-two  years  with  a 
gentlemen's  agreement  that  unless  it  was  substantially  unanimous 
no  publication  would  be  made ;  and  I  think  it  would  be  a  very  seri- 
ous mistake  to  tie  that  down  so  that  ten  votes  could  prevent  action 
by  the  conference. 

President  Graves:  Do  you  make  a  motion  to  change  the  phrase- 
ology ? 

Zenas  W.  Bliss:  If  necessary  I  move  to  amend  by  striking  out 
the  last  sentence  in  that  paragraph :  "'  Such  unanimity  shall  be 
deemed  expressed  by  a  four-fifths  vote." 

President  Graves:  Is  there  a  second  to  that  motion? 
A.  E.  HoLCOMB :  I  call  your  attention  to  the  fact  that  you  took  a 
vote  on  that  at  Seattle  last  year. 

C.  T.  Bullock:  You  mean  Toronto,  don't  you? 
A.  E.  Holcomb:  Seattle. 

C  J.  Bullock:  The  committee  this  year  was  either  bound  by 
vote  of  the  Seattle  or  Toronto  conference,  and  had  no  option  in  the 
matter,  except  to  put  this  four-fifths  thing  in.  As  far  as  we  knew, 
that  was  the  desire  of  the  association.  There  probably  will  be  always 
some  difference  of  opinion.  I  have  no  strong  feeling  about  the 
matter  whatever,  mvself.  I  don't  care  to  consider  it.  I  think, 
though,  after  a  certain  meeting  that  we  had  down  at  New  Orleans, 
a  feeling  grew  up  in  the  association  that  it  would  be  better  to  have 
something  tangible,  because  we  did  once  pass  a  vote  by  counting 
noses ;  and  the  gentlemen's  agreement  in  that  case  broke  down.  We 
did  not  have  anvthing  like  unanimity.  I  don't  believe  it  is  impor- 
tant I  think,  from  mv  experience  at  past  conferences,  where  there 
are,  sav,  ten  states,  as  many  as  ten,  that  they  are  likely  to  have 
more :  and  a  vote  that  is  much  less  decisive  than  a  four-fifths  vote 
does  not  very  well  come  within  the  language  of  the  expression 
'•'  substantial  unanimity." 
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President  Graves  :  Are  you  ready  for  the  question,  or  is  there 
further  discussion  on  the  motion  made  bv  Governor  Bliss  of  Rhode 
Island? 

Hexry  F.  Loxg  (Massachusetts;  :  Before  that  vote  is  taken,  ^Ir. 
Chairman,  if  'Sir.  Query  can  find  the  vote  taken  at  Seattle,  it  would 
be  well.  I  think,  for  it  to  be  read  here  at  the  meeting.  At  Seattle 
that  question  was  discussed  by  several  persons  and  well  thought  out 
and  well  voted  out.  and  it  was  clearly  decided  there  that  there  would 
be  a  four-fifths  vote,  and  I  should  certainly  object,  if  we  voted  on 
It  once,  to  vote  on  it  again  unless  we  reconsider  that  vote  that  we 
took  at  Seattle  last  year. 

Zexas  W.  Bliss:  I  just  want  to  call  attention  to  the  fact  that 
the  by-laws  were  not  before  us  at  Seattle.  They  are  now  properly 
before  the  meeting,  and  the  motion  to  amend,  as  I  understand  it.  is 
properly  in  order. 

Franklin  S.  Edmonds:  It  was  Toronto  rather  than  Seattle  that 
Mr.  Long  refers  to.  Wasn't  it  on  the  report  of  the  Fairchild  com- 
mittee that  we  got  into  the  argument  on  that  four-fifths? 

C.  J.  Bullock  :  I  don't  remember  whether  it  was  Toronto  or 
Seattle,  but  at  any  rate  the  committee  found  itself  bound  by  vote, 
which  it  carried  into  this  draft. 

Henry  F.  Long  :  I  am  wrong  in  one  particular  and  not  wrong  in 
the  thing  generally.  In  the  proposed  articles  of  association,  which 
we  considered  last  year  at  Seattle,  these  words  are  found  in  the  last 
part  of  what  we  have  been  talking  about  on  the  back  page  of  this 
slip,  the  words  "  the  substantially  unanimous  opinion  of  the  con- 
ference, which  shall  be  deemed  to  be  expressed  by  not  less  than  a 
four-fifths  vote,"  and  inasmuch  as  we  have  already  adopted  that  in 
our  articles  of  association.  I  don't  care  whether  it  is  in  the  by-laws 
or  not. 

President  Graves  :  Perhaps  after  that  consideration  Mr.  Bliss 
will  withdraw  his  motion. 

Zenas  W.  Bliss  :  I  will  withdraw  the  motion,  but  I  have  not 
changed  my  opinion  at  all.  It  is  a  great  mistake  —  and  I  say  this 
after  thirty  years'  experience  with  legislative  bodies  —  to  allow  any 
organization  to  be  hamstrung  by  a  one-fifth  minority,  and  this  asso- 
ciation, if  it  goes  on  twenty-two  years  more,  will  find  it  out. 

President  Graves:  Mr.  Bliss  consents  to  the  withdrawal  of  the 
motion. 

Zenas  W.  Bliss  :  Having  had  such  poor  success  with  my  other 
effort,  I  should  like  to  try  another  one.  In  the  last  paragraph  of 
that  section — "  Xo  member  of  this  association  shall  have  the  right  to 
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vote  in  anv  annual  conference  by  virtue  of  such  membership  "—I 
tliink  it  would  be  much  better  if  that  said,  "  No  member  solely  by 
virtue  of  his  membership  "  in  this  association  shall  have  the  right 
to  vote.  You  might  have  some  question  as  to  a  member  of  the 
association  being  a  delegate,  or  some  question  about  his  votmg 
power,  and  if  that  were  changed  in  that  way  I  think  it  would  make 
it  much  clearer  and  definite. 
(Motion  duly  seconded) 

A.  E.  HoLCOMB :  I  would  like  to  say  I  do  think  that  there  is  a 
mistake  in  that  last  sentence,  because  it  was  intended  to  apply  to 
votes  having  to  do  with  a  policy  of  taxation. 

C.  J.  Bullock:  I  have  no  objection  if  you  insert  the  word 
"  solely",  but  does  it  do  any  good?  If  he  comes  by  virtue  of  ap- 
pointment by  the  governor  he  will  have  the  right  to  vote— no  con- 
tradiction, and  in  effect  the  word  "  solely  "  is  there.  No  harm 
sticking  it  in. 

A.  E.  HoLCOMB :  That  was  taken  over  from  the  old  constitution. 
It  has  always  been  in  the  constitution.     There  is  no  change. 

C.  J.  Bullock  :  There  is  no  harm  putting  '"  solely  "  in,  but  its 
meaning  is  there. 

President  Graves:  I  fear  we  are  drifting  into  what  I  tried  to 
advise  and  caution  against.  The  question  before  the  house  is,  shall 
we  amend  the  resolution  offered  to  approve  these  by-laws,  to  make 
the  last  sentence  in  section  3  read:  No  member  of  this  association 
shall  have  the  right  to  vote  solely— 

C.  J.  Bullock:  In  any  annual  conference,  solely  by  virtue,  and 
so  forth. 

President  Graves  :  By  inserting  the  word  "  solely  "  after  "  con- 
ference ".     Are  you  ready  for  the  question  ? 

(Call  for  the  question) 

President  Graves:  May  I  at  this  point  suggest  that  delegates 
are  not  authorized  to  vote  in  the  annual  meeting  of  the  National 
Tax  Association  unless  they  are  members  of  the  National  Tax  Asso- 
ciation, which  means  that  they  have  joined  the  National  Tax  Asso- 
ciation and  paid  their  dues. 

( Ayes  and  Noes) 

President  Graves  :  The  ayes  have  it.     :\Iotion  is  carried. 

Mr.  Colladay  (Washington  )  :  There  is  a  small  matter  on  the 
fourth  page,  article  4.  section  1.  line  3.  I  would  suggest  inserting 
the  word  "  surviving "  before  '"  ex-president  ".  I  move  that 
amendment. 
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C.  J.  Bullock  :  Would  it  not  be  well.  Mr.  President,  to  suggest 
that  ballots  on  asbestos  will  not  be  counted  ? 

President  Graves  :  You  have  heard  the  motion  to  amend  by  in- 
serting the  word  "'  surviving  "  before  '"  ex-presidents  "  in  the  third 
line,  section  1.  article  4.     Are  you  ready  for  the  question? 

(Call  for  the  question) 

(Ayes  and  Xoes) 

President  Graves  :  The  Xoes  have  it. 

X.  B.  Todd  (Massachusetts)  :  Section  2  of  article  2  on  page  2 
reads:  "The  personnel  of  each  annual  conference  shall  be  com- 
posed of  delegates  appointed  by  the  governor."  and  so  forth.  Does 
that  mean  that  the  verb  "  appointed  "  goes  with  each  of  the  several 
divisions,  that  is.  appointed  by  the  governor,  appointed  by  public 
officials,  appointed  by  instructors,  appointed  by  students  in  univer- 
sities, and  appointed  by  taxpayers,  and  so  forth  ? 

C.  J.  Bullock:  Xo:  the  word  "appointed"  just  referred  to  the 
word  "  delegates  "  in  the  second  line.  That  is  taken  over  from  the 
constitution — delegates  appointed  by  the  governor,  then  there  is  a 
comma,  and  then  follows  "  public  officials,"  then  "  instructors  and 
students."  and  then  "  taxpayers  and  their  representatives."  Those 
people  appointed  by  organizations  have  no  voting  power.  The  old 
constitution  of  the  X.  T.  A.  very  wisely  made  a  distinction  between 
the  personnel  of  the  conference  and  the  voting  personnel.  It  wel- 
comed cordially  all  persons  and  then  it  restricted  the  voting,  as  it 
must.  VVe  cannot  ask  governors  to  send  delegates  here  to  a  con- 
ference, and  then  let  anybody  come  in  from  the  locality  and  out-vote 
those  delegates.  We  have  been  very  hospitable  in  welcoming  all 
classes  of  people  interested  in  taxation.  They  have  been  able  to 
attend  and  listen  and  to  participate  in  discussions.  We  have  simply 
restricted  the  voting.  In  this  case  the  word  "  delegates."  the  words 
"  public  officials,"  the  word  "  instructors."  the  word  "  taxpayers." 
and  the  word  "  representatives."  and  the  words  "  others  interested." 
and  so  forth,  are  correlative,  and  none  of  them  except  the  word 
"  delegates  "  in  the  second  line  is  modified  or  qualified  by  that 
phrase  "  appointed  by  the  governor." 

X.  B.  Todd  (Massachusetts):  That  answers  my  first  question. 
Then  I  understand  that  the  delegates  have  power  to  vote,  so  far  as 
their  states  are  concerned.  Let  us  assume  the  Commonwealth  of 
Z^Iassachusetts  has  delegates  appointed  by  the  governor,  and  it  also 
has  delegates  who  are  taxpayers  and  who  are  also  students  in  uni- 
versities; now,  there  may  be.  as  there  are  at  this  conference,  some 
75  delegates  from  Massachusetts;  seventy  of  those  may  be  students 
from  Harvard  University.     Would  thev  have  the  right  to  sav  what 
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position  the  Commonwealth  of  Massachusetts  should  take  on  any  of 
these  matters? 

C.  J.  Bullock  :  Not  unless  appointed  by  the  governor. 

President  Graves  :  They  \\  ould  have  no  voting  power  unless 
appointed  by  the  governor. 

Are  you  ready  for  the  question  on  the  original  motion  ? 

(Call  for  the  question) 

(Ayes  and  Noes) 

Chairman  Graves  :  The  ayes  have  it.     Motion  carried. 

[The  proposed  by-laws,  as  adopted,  are  as  follows. — Ed.] 

Proposed  By-Laws  of  the  National  Tax  Association 

Article  I 

Membership 

Section  1.  Any  person  shall  be  eligible  to  membership  and  may 
become  a  member,  upon  application  in  writing  and  payment  of 
annual  dues  for  the  current  year.  Such  application  shall  indicate 
sympathy  with  the  objects  and  purposes  of  the  association,  as  ex- 
pressed in  its  certificate  of  incorporation  and  willingness  to  be 
bound  by  the  conditions  and  limitations  contained  therein  and  in 
these  by-laws. 

Section  2.  Membership  shall  be  continuing.  The  annual  mem- 
bership dues  shall  be  five  dollars,  payable  upon  application  for 
membership,  covering  the  fiscal  year  of  the  association  then  current 
and  annually  thereafter,  in  advance,  on  the  first  day  of  the  subse- 
quent fiscal  year. 

In  the  discretion  of  the  executive  committee,  the  annual  dues 
may  at  any  time  be  increased  and  the  annual  dues  of  residents  of 
any  foreign  country  may  be  fixed  at  an  amount  in  excess  of  those 
of  residents  of  the  United  States. 

Any  member  who  shall  fail  to  pay  his  dues  within  six  months 
from. the  date  when  payable  shall  be  considered  in  arrears,  and  if 
such  failure  shall  continue  for  a  period  of  one  year,  he  shall  be 
dropped  from  membership,  for  non-payment  of  dues. 

Article  II 

Annual  Conference 

Section  1.  An  annual  conference  on  taxation  shall  be  held  under 
the  auspices  of  the  association,  at  such  time  and  place  as  the  exec- 
utive committee  may  determine.  The  annual  conference  shall  be 
the  means  used  by  the  association  for  carrying  into  practical  effect 
its  purpose  to  secure  an  expression  of  opinion  that  will  formulate 
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and  announce  the  best  informed  economic  thought  and  ripest  ad- 
ministrative experience  available  for  the  correct  guidance  of  public 
opinion  and  legislative  and  administrative  action  on  all  questions 
pertaining  to  taxation,  and  to  interstate  comity  in  taxation. 

Section  2.  The  personnel  of  each  annual  conference  shall  be 
composed  of  delegates  appointed  by  the  governor  or  other  chief 
executive  of  states,  public  officials  having  duties  with  respect  to  the 
investigation,  enactment  and  administration  of  tax  laws,  instructors 
and  students  in  universities  and  colleges,  taxpayers  and  their  repre- 
sentatives, and  others  interested  in  the  subjects  of  taxation  and 
public  finance. 

Sectiox  3.  The  voting  power  of  the  conference  upon  an  official 
expression  of  its  opinion  is  limited,  with  the  purpose  of  safeguard- 
ing the  conference  from  the  possibility  of  having  its  expression  of 
opinion  influenced  by  any  class  interest,  or  consideration  for  those 
who  devote  their  time  to  the  work  or  management  of  the  associa- 
tion, or  favor  for  those  who  contribute  money  to  its  support. 

The  voting  power  in  each  conference  upon  any  question  involving 
an  expression  of  the  opinion  of  the  conference  on  a  question  of 
taxation  or  public  finance  of  general  public  interest  shall  be  vested 
in  the  delegates  in  attendance  appointed  by  the  governor  or  other 
chief  executive  of  states.  In  voting  upon  such  questions  each  state 
shall  have  one  vote,  and  in  case  of  a  division  of  opinion  among  the 
delegates  therefrom,  the  vote  shall  be  divided,  so  as  to  give  propor- 
tional weight,  by  approximate  fractions,  to  the  opinions  of  the  re- 
spective delegates. 

If  the  result  of  such  vote  shall  not  reflect  substantial  unanimity 
on  the  subject  in  quesiton.  no  publication  thereof  shall  be  made  and 
it  shall  not  be  considered  as  expressive  of  the  opinion  of  the  con- 
ference. Such  unanimity  shall  be  deemed  expressed  by  a  four- 
fifths  vote. 

Voting  by  ])roxy  shall  not  l)e  allowed. 

Xo  member  of  this  association  shall  have  the  right  to  vote  in  any 
annual  conference  solely  by  virtue  of  such  membership. 

Section  4.  One  session  of  each  annual  conference,  or  so  much 
of  it  as  may  be  necessary,  shall  be  devoted  to  the  consideration  of 
the  report  of  tlie  conference  committee  on  resolutions  and  conclu- 
sions. The  report  of  this  committee,  as  adopted  by  the  conference, 
shall  be  its  ofiicial  expression  of  opinion,  and  it  shall  not  be  held  to 
have  endorsed  any  other  expression  of  opinion,  by  whom.'^ocver 
made. 

No  resolution  approving  or  opposing  legislation  shall  be  consid- 
ered by  the  conference  unless  it  has  been  discussed  at  a  session  of 
the  conference  at  which  it  is  proposed,  or  has  been  the  subject  of  a 
report  made  thereon  by  some  committee  of  the  conference  or  of  the 
corporation,  or  has  been  the  subject  of  a  resolution  adopted  by  some 
previous  conference. 
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Sectiox  5.  Tlie  temporary  and  permanent  chairman,  secretary, 
official  stenographer,  address  of  welcome  and  response  to  the  same, 
meeting  place,  accommodations  for  delegates,  all  necessary  prelimi- 
nary details  for  each  conference,  and  the  program  of  papers  and 
discussions,  shall  be  arranged  for  the  conference  by  the  executive 
committee  of  the  association.  All  other  details  of  the  organization 
and  conduct  of  the  conference  shall  be  arranged  by  the  delegates 
present  in  such  manner  as  they  may  from  time  to  time  decide. 

Article  III 
Annual  and  Special  Meetings  of  the  Association 

Section  1.  The  annual  meeting  of  the  association  shall  be  held 
in  connection  with  the  annual  conference,  at  such  time  as  the  exec- 
utive committee  may  determine.  Sixty  days'  notice  shall  be  given  to 
all  members  of  the  time  and  place  at  which  such  annual  meetiiig  is 
to  be  held,  by  publication  in  the  official  Bulletin  of  the  association 
or  by  mailing  such  notice  to  each  member. 

Section  2.  Special  meetings  of  the  association  may  be  held  at 
any  time  and  place,  when  called  by  the  executive  committee.  At 
least  thirty  days'  notice  shall  be  given  to  all  members  of  each  special 
meeting,  by  publication  thereof  in  the  official  Bulletin  of  the  asso- 
ciation or  by  mailing  such  notice  to  each  member,  which  notice  shall 
specify  the  purpose  for  which  the  meeting  is  called,  and  no  business 
shall  be  transacted  at  such  meeting,  other  than  that  specified  in  the 
notice. 

Section  3.  A  majority  of  all  members  present  at  any  annual  or 
special  meeting  of  the  association  shall  constitute  a  quorum  for  the 
transaction  of  business,  but  such  quorum  shall  at  no  time  be  less 
than  fifteen,  and  whenever  the  attendance  of  members  exceeds  one 
hundred,  twenty-five  shall  constitute  a  quorum. 

Article  IV 
Officers  and  Executive  Committee 

Section  1.  The  affairs  of  the  association  shall  be  administered 
by  a  president,  a  vice-president,  a  secretary,  a  treasurer  and  an 
executive  committee,  consisting  of  the  above  officers,  the  three  ex- 
presidents  who  have  last  held  office,  who  shall  be  members  ex-officio, 
and  nine  elected  members.  The  officers  shall  be  elected  annually 
and,  with  the  exception  of  the  president,  shall  be  eligible  to  re- 
election.   They  shall  hold  office  until  their  successors  are  elected. 

The  elected  members  of  the  executive  committee  shall  be  divided 
into  three  classes,  of  equal  number,  each  class  holding  office  for 
three  years  and  until  their  successors  have  been  elected,  provided 
that  at  the  first  meeting  of  the  corporation  held  after  the  adoption 
of  these  by-laws,  three  members  of  the  executive  committee  shall  be 
29 
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elected  for  a  term  of  one  year,  three  for  a  term  of  two  years  and 
three  for  a  term  of  three  years,  and  thereafter  three  members  shall 
he  elected  at  each  annual  election,  for  a  term  of  three  years,  and 
also  such  additional  members,  if  any.  as  may  be  necessary  to  fill 
vacancies,  to  hold  office  during  the  remainder  of  the  terms  of  the 
members  whose  places  they  fill.  Xo  member  shall  be  eligible  for 
re-election  to  the  committee  to  succeed  himself,  but  this  provision 
shall  not  be  applicable  to  cx-officio  membership  therein. 

Two  persons  residing  in  the  Dominion  of  Canada  may  be  elected 
annually  to  serve  as  honorary  members  of  the  executive  committee. 

A  vacancy  in  any  office  or  in  the  membership  of  the  executive 
committee  may  be  filled  by  the  executive  committee  for  the  unex- 
pired term. 

The  executive  committee  may  appoint  such  other  officers  and 
agents  as  it  may  deem  appropriate  to  the  purposes  of  the  associa- 
tion, to  serve  during  the  pleasure  of  the  committee. 

Artrlk  \' 

Duties  of  Officers  and  L'()iiniiit!ccs 

SiXTiox  1.  Tlie  executive  committee  sliall  manage  the  affairs  of 
the  association,  subject  to  the  provisions  of  the  certificate  of  incor- 
])oration  and  of  these  l)y-laws.  All  appropriations  of  the  funds  of 
the  association  must  l)e  authorized  or  approved  by  the  executive 
committee.  Meetings  of  the  executive  committee  shall  be  held  at 
such  times  as  the  committee  may  determine.  .\t  such  meetings  a 
majority  of  the  committee  shall  constitute  a  quorum. 

The  executive  committee  shall  have  power  to  ai)point  standing 
or  special  committees  and  ])rescribe  their  duties. 

The  executive  committee  shall  have  full  jjower  and  authority,  in 
the  interval  between  meetings  of  the  association,  to  do  all  acts  and 
perform  all  functions  which  the  association  itself  might  do  or  per- 
form, except  that  it  shall  not  have  power  to  amend  the  certificate 
of  incorporation  or  the  by-laws. 

The  cx-officio  members  of  the  executive  committee  may  be 
authorized  by  the  committee  to  exercise  all  the  powers  and  func- 
tions of  the  committee,  with  respect  to  matters  and  things  arising 
in  the  routine  management  of  the  association,  requiring  the  formal 
action  of  the  officers,  during  the  intervals  between  the  meetings  of 
the  committee. 

Sfxtiox  2.  The  president  shall  be  the  chief  executive  officer  of 
the  association  and  shall  preside  at  the  meetings  of  the  association 
and  of  the  executive  committee,  and  shall  perform  such  other  duties 
as  the  executive  committee  shall  prescribe. 

In  case  of  the  absence  or  inability  of  the  president,  the  duties  of 
the  office  sh.all  be  performed  by  the  vice-president,  and  in  his  ab- 
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sence.  1)y  such  member  of  the  executive  committee  as  tliat  com- 
mittee may  designate  for  the  purpose. 

Section  3.  The  secretary  shall  keep  a  record  of  the  proceedings 
of  all  meetings  of  the  association  and  of  all  other  matters  of  which 
a  record  shall  be  ordered  by  the  association. 

He  shall  issue  notices  of  all  meetings  of  the  association  and  shall 
perform  such  other  duties  as  may  from  time  to  time  be  assigned  him 
by  the  association  or  the  executive  committee. 

Section  4.  The  treasurer  shall  keep  a  complete  roll  of  the  mem- 
bers. He  shall  have  the  care  and  custody  of  all  funds  and  property 
of  the  association  and  shall  deposit  the  funds  of  the  association  in 
such  banks  or  de])ositories  as  the  e.xecutive  committee  shall  desig- 
nate. He  shall,  under  the  direction  of  the  executive  committee, 
disburse  all  moneys  and  sign  all  checks  and  orders  for  the  payment 
of  money.  He  shall,  when  authorized  by  the  executive  committee, 
execute  the  papers  necessary  for  the  transfer  of  any  property  or 
securities  of  the  association.  He  shall  perform  all  the  acts  incident 
to  the  position  of  treasurer  and  may,  in  the  discretion  of  the  exec- 
utive committee,  be  required  to  give  an  appropriate  bond,  at  the 
expense  of  the  association. 

His  accounts  shall  be  audited  by  a  committee  of  the  association 
or  otherwise,  as  the  association  may  prescribe,  and  he  shall  at  the 
annual  meeting  make  report  of  the  financial  transactions  of  the 
association  for  the  past  year. 

Article  \'I 
Proceedings  and  Publications 

Section  1.  The  association  shall  provide  for  the  publication  and 
distribution  of  the  proceedings  of  the  annual  conference. 

Section  2.  The  executive  committee  shall  authorize  the  terms 
ot  sale  or  of  distribution  of  all  publications  issued  by  the  asso- 
ciation. 

Article  \1\ 

Construction 

The  word  "  state  "  whenever  used  in  these  by-laws  shall  be 
deemed  to  comprise  state,  territory,  the  District  of  Columbia,  an 
insular  or  other  possession  of  the  United  States  or  a  place  over 
which  the  United  States  exercises  extra-territorial  jurisdiction,  and 
a  Canadian  province. 

Article  VHI 

A))iendmcnts 

Section  1.  These  by-laws  may  be  amended  at  any  annual  or 
special  meeting"  of  the  association  by  a  two-thirds  vote  of  all  mem- 
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bers  present ;  provided,  the  full  text  of  the  proposed  amendment 
shall  have  been  submitted  to  the  members,  either  by  publication  in 
the  Bulletin  of  the  association  or  by  mailing  the  same  to  each 
member  at  least  thirty  days  prior  to  the  meeting. 

Chairman  Graves:  Is  the  nominating  committee  ready  to  report  ? 

C.  J.  Bullock  :  I  have  the  honor  to  submit  the  following  list  of 
nominations : 

For  President,  Air.  F.  R.  Fairchild  of  Connecticut. 
For  Vice-President,  Mr.  Clarence  Smith  of  Kansas. 
For  Secretary,  Mr.  W.  G.  Query  of  South  Carolina. 
For  Treasurer,  Alfred  E.  Holcomb  of  New  York. 

Then  we  have  to  elect  three  members  of  the  executive  committee 
for  the  three-year  term  that  will  expire  in  1932,  and  the  names 
recommended  are :  Mr.  C.  H.  Morrissett  of  Virginia,  Mr.  Ray  L. 
Riley  of  California,  and  Mr.  J.  S.  Waterman  of  Arkansas. 

Then  we  have  also  two  honorary  members  of  the  executive  com- 
mittee from  the  Canadian  Provinces,  and  the  names  presented  are : 
Mr.  J.  T.  White  of  Ontario  and  Mr.  E.  W.  Watts  of  Manitoba. 

President  Graves  :  You  have  heard  the  report  of  the  nominating 
committee.     What  is  your  wish  ? 

Charles  J.  Tobix  :  Move  the  report  of  the  nominating  com- 
mittee be  accepted,  and  that  the  secretary  be  instructed  to  cast  one 
ballot  for  the  nominees  as  presented  by  the  committee. 

(Motion  duly  seconded) 

President  Graves  :  Any  debate  on  the  motion  ? 

(Call  for  the  question) 

(Ayes  and  Xoes) 

President  Graves:  The  ayes  have  it. 

Secretary  W.  G.  Query  :  In  accordance  with  the  motion  just 
carried,  I  cast  the  vote  of  this  association  for  the  officers  as  follows: 

President,   Fred  R.  Fairchild. 

Vice-President,  Clarence  Smith. 

Secretary,  W.  G.  Query. 

Treasurer,  Alfred  E.  Holcomb. 

Members  of  the  Executive  Committee,  C.  H.  Morrissett,  Ray 
L.  Riley  and  J.  S.  Waterman.  Honorary  members,  J.  T.  White, 
and  E.  W.  Watts. 

President  Graves  .  I  appoint  Governor  Bliss  and  Professor  Haig 
as  a  committee  to  escort  Professor  F'airchild  to  the  platform. 
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President  Graves:  Professor  Fairchild.  we  have  been  carrying 
on  as  best  we  could  for  the  past  year.  We  like  to  think  that  we 
have  done  some  things  for  the  National  Tax  Association,  at  least 
that  we  are  delivering  it  in  your  hands  in  as  good  condition  as  we 
found  it.  I  can  think  of  no  one  that  I  would  rather  welcome  to  the 
Chair,  and  wish  you  every  success  as  president  of  this  organization, 
and  pledge  to  you  the  hearty  support  of  myself  and  the  Xew  York 
delegation. 

Presidext-Elect  Fairchilu:  Mr.  President  and  Ladies  and 
Gentlemen :  The  tradition  which  this  association  has  developed, 
whereby  the  vice-president  is  frequently  elevated  to  the  office  of 
president,  makes  this  a  very  embarrassing  moment  for  the  president- 
elect. If  he  should  stumble  up  to  the  desk  and  in  obvious  confusion 
and  embarrassment  express  his  appreciation  of  the  sudden,  unex- 
pected honor  which  had  fallen  upon  him.  like  a  bolt  from  the  blue, 
in  the  manner  of  the  leading  lady  who  comes  before  the  curtain  on 
a  successful  first  night,  you  would  accuse  him  either  of  unbelievable 
stupidity  or  else  of  a  degree  of  histrionic  ability  which  would  be 
indecent  in  anyone  of¥  the  stage.  If.  on  the  other  hand,  he  steps  up 
gracefully  and  in  an  obviously  well-prepared  speech  acknowledges 
his  appreciation  of  the  honor,  you  would  be  justified  in  holding  him 
guilty  of  a  cocksure  self-confidence  which  would  clearly  l)e  l^eneath 
the  dignity  of  this  high  office. 

I  confess  tonight  to  being  possessed  of  a  combination  of  conflict- 
ing feelings  of  pride  and  modesty.  This  is  a  great  association. 
The  presidency  is  an  honorable  office,  and  I  do  not  see  how  anyone 
could  find  himself  where  I  am  now  without  some  justifiable  feeling 
of  pride.  But  whenever  I  find  myself  inclined  to  think  unduly 
highly  of  myself,  I  recall  a  humiliating  incident  that  occurred  not 
long  ago  in  my  class-room.  I  was  endeavoring  to  explain  to  a  group 
of  young  men,  earnest  seekers  after  knowledge,  the  difference  be- 
tween a  federal  reserve  note  and  a  greenback,  and  suggested  that 
there  might  be  in  the  class  certain  members,  the  more  wealthy  ones, 
vv'ho  might  possess  samples  of  these  documents,  whose  perusal  would 
help  to  elucidate  the  point  before  us.  Thereupon  various  members 
of  the  class  produced  from  their  pockets  specimens  of  the  currency 
of  the  United  States  and  proceeded  to  examine  them.  My  attention 
was  especially  attracted  to  one  young  man  in  the  front  row  who  was 
viewing  with  feelings  of  obvious  interest  and  affection  a  soiled  one- 
dollar  bill.  His  more  impecunious  neighbor  on  the  right  asked  the 
privilege  of  viewing  this  bill,  and  the  bill  was  accordingly  passed 
to  him.  After  his  perusal,  noting  that  his  next  neighbor  appeared 
equally  impecunious,  he  passed  the  bill  on,  and  so  by  an  instinct 
which  you  who  have  some  time  been  college  students  will  under- 
stand, the  bill,  instead  of  passing  to  the  owner,  passed  down  to  the 
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end  of  tlie  line,  and  tlien  over  the  man's  shoulder  to  the  line  behind, 
and  finally  was  lost  on  the  journey  through  the  back  of  the  room. 
By  this  time  I  had  proceeded  to  other  topics,  the  attention  of  the 
class  had  passed  to  other  topics,  and  the  matter  of  the  one-dollar  bill 
was  forgotten  —  by  everybody  except  tlie  one  young  man  in  the 
front  row,  whose  face  displayed  to  the  end  of  the  hour  a  feeling  of 
high  nervous  tension.  After  the  lecture  he  came  up  to  me  and  in 
great  distress  said,  "  I  say,  that  one-dollar  bill  of  mine  was  passed 
around,  and  they  never  did  pass  it  back ;  I  don't  know  where  it  is : 
I  am  afraid  it  is  lost."  I  undertook  to  sympathize  with  him  as  best 
I  could,  told  him  that  he  had  evidently  placed  too  high  reliance  upon 
the  honesty  of  his  fellow  classmates,  that  that  was  one  of  the  sad 
truths  that  we  had  to  learn  sooner  or  later,  that  human  nature  has 
its  frailties,  and  that  part  of  a  college  education  might  perhaps  be 
to  learn  just  those  things.  You  do  not  learn  everything  in  college 
from  books  and  lectures.  I  even  went  so  far  as  to  suggest  that 
perhaps  the  early  acquiring  of  this  important  knowledge  might  be  a 
lesson  worth  as  much  as  one  dollar ;  whereupon  he  said  to  me,  in 
voice  charged  with  emotion,  "Professor,  no  lesson  is  worth  a  dollar 
to  me." 

Xow.  that  fellow  was  speaking  as  an  expert  on  that  sul)ject;  and 
with  that  expert  opinion  of  the  wares  in  which  I  deal,  any  incipient 
feeling  of  pride  is  very  quickly  l^rought  down  to  the  proper  level 
of  humility. 

I  have  been  a  member  of  this  association  since  it  was  first  estab- 
lislied.  I  have  been  an  interested  attendant  on  most  of  its  confer- 
ences. I  have  ])een  privileged  to  serve  it  in  humbler  ofhces  than 
that  to  which  you  have  now  called  me.  I\Iy  association  with  this 
organization  has  brought  to  me  acquaintanceship  and  friendship 
which  I  consider  among  the  best  things  in  my  life.  And  when  I 
think  that  it  is  you.  my  friends,  who  have  placed  me  in  this  position, 
it  means  a  great  deal  more  than  I  can  possibly  tell  you. 

On  the  other  hand.  I  look  at  this  association  and  see  how  it  has 
grown  from  the  small  beginning  back  there  in  Columbus,  Ohio,  a 
good  many  years  ago.  T  see  the  position  of  dignity  and  pow-er  in 
American  affairs  which  it  has  attained,  and  in  particular,  I  think  of 
the  progress  of  the  last  year,  during  which  it  has  been  a  peculiar 
pleasure  to  serve  under  the  leadership  of  my  friend  Mark  Graves. 
As  I  see  him  turning  over  the  reins  of  office  tonight,  I  must  say 
that  my  feelings  are  tinged  with  something  akin  to  envy.  He  can 
step  down  oft'  this  platform  in  a  few  moments  with  the  knowledge 
that  the  National  Tax  Association  is  a  finer  and  greater  organiza- 
tion today  than  it  has  ever  been,  and  he  must  go  away  from  here 
tonight  with  a  feeling  of  great  satisfaction.  I  wonder  if  a  year 
from  now  my  successor  in  office  will  say  anything  like  that  to  me. 
I  don't  know. 
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Anyway,  1  have  confidence  in  tliis  association.  I  have  confidence 
in  you,  the  memhers.  whose  enthusiasm  and  confidence  have  made 
the  association  what  it  is;  and  whatever  feeling  I  may  have  as  to 
my  own  abilities,  my  confidence  in  the  association  and  you  is  such 
that  I  look  forward  to  this  next  year  not  wholly  with  trepidation. 
And  I  am  here  to  pledge  to  you  that  whatever  abilities  I  may  have 
shall  be  devoted  whole-heartedly  during  this  next  year  to  the  ser- 
vice of  this  association. 

I  think  the  next  thing  in  order  is  to  appoint  a  committee,  on 
which  I  will  suggest  Mr.  Long  of  Massachusetts  and  Mr.  Fisher  of 
Oregon,  to  conduct  to  the  Chair  the  vice-president-elect. 

Henry  F.  Loxg:  I  should  like  to  have  that  very  delightful  pleas- 
ure, but  as  I  understand  it,  Clarence  Smith,  in  undertaking  to  lure 
trout  from  the  .streams  of  Kansas,  fell  down  the  bank  and  is  now- 
suffering  with  a  broken  leg.  But.  Mr.  Fisher  and  I  will  escort  him 
up  here  so  you  can  induct  him  into  ofiice  in  absentia. 

President-Elect  F.mrchilu:  It  is  a  pleasure  to  welcome  the 
vice-president,  Init  a  matter  of  great  regret  to  learn  of  his  misfor- 
tune. I  am  still  more  worried  as  to  the  hazards  which  oftice  in  this 
as.sociation  seems  to  imply. 

Is  there  any  further  business? 

Jexs  p.  Jexsex  (Kansas)  :  I  should  like  to  make  one  correction 
in  Mr.  Long's  statement;  there  are  no  trout  in  Kansas. 

Presidext-Elect  Fairchild:  ^Ir.  Long  stands  corrected. 
Is  there  any  further  business  to  come  before  this  meeting? 

Fraxklix  S.  Edmonds:  I  move  we  adjourn. 

Philip  Zoercher  (Indiana)  :  Second  it. 

Presidext-Elect  Fairchild:  Moved  and  seconded  we  adjourn. 

(  2ileeting  adjourned  sine  die) 


TENTH  SESSION 

Friday,  September  13,  1929, 
9 :  30  o'clock  A.  M. 

Acting  President  Fred  R.  Fairchild:  Gentlemen  of  the  Con- 
ference : 

In  the  absence  of  Air.  Graves  I  shall  undertake  to  call  the  meet- 
ing to  order,  and  suggest  that  you  gentlemen  come  forward  and 
occupy  the  front  seats. 

I  shall  proceed  at  once  to  introduce  Judge  E.  M.  Harvey  of  \'er- 
mont,  who  will  take  charge  of  the  session. 

(E.  M.  Harvey  presiding.) 

Chairman  Harvey  :  I  take  pleasure  in  introducing  Hon.  Wil- 
liam H.  Blodgett,  Commissioner  of  Taxes  of  the  State  of  Connec- 
ticut, who  will  address  us  on  Present  Practices  in  Ad  Valorem 
Taxation  of  Tangible  Property. 

William  H.  Blodgett  (Connecticut )  :  Air.  Chairman  and  Gen- 
tlemen of  the  Conference: 

Some  months  ago  I  communicated  with  .some  of  the  officials  of 
the  National  Tax  Association  regarding  taking  up  for  .study  the 
administrative  features  of  law,  in  particular,  under  which  the  ad 
valorem  tax  is  imposed,  to  see  under  which  laws  and  where  the 
greatest  success  was  being  attained  in  their  administration.  They 
replied  with  the  suggestion  that  I  should  appear  at  this  conference 
and  do  something  about  it.  The  result  is  that  I  was  put  on  this 
program,  and  have  prepared  the  following  paper. 

PRESENT  PRACTICES  IN  THE  AD  VALOREM  TAXATION 
OF  TANGIBLE  PROPERTY 

WILLIAM    H.    blodgett 

The  total  tax  collections  of  the  federal  government  and  of  the 
states  and  all  their  subdivisions  in  1927  amounted  to  $9,074,000,000. 
This  amount  American  citizens  paid  in  that  year  in  order  to  main- 
tain a  basis   for  their  continuous  political   disputes  and   for  other 
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incidental  purposes.  The  amount  is  increasing,  so  that  the  aggre- 
gate annual  payments  bear  a  direct  relation  to  the  intensity  of  the 
disputes.  Of  this  large  amount  of  money,  51.08%  or  $4,635,000,000 
was  obtained  from  the  imposition  of  the  general  property  tax. 
From  this  source  the  federal  government  received  nothing.  The 
states  received  27.31%  of  their  total  tax  receipts  from  this  source, 
and  local  governments,  counties,  cities,  and  all  forms  of  munici- 
palities employed  this  form  of  taxation  as  a  means  of  raising  97.33% 
of  their  tax  requirements.     The  following  table  shows  this: 

T.ABLE   No.    1 

Federal,  St.-me,  County  and  Local  Tax  CoLLErrioNS  in  the 
United  States  During  1927 


Taxes 

Combined 

Per  cent 

51.08 

4cS.5  ' 
■33 

Federal 

Per  cent 

General  Property   

Special   

Poll     

$4,635,000,000 

4,409,000.000 

30,000,000 

,53,337,000,000 

100.00 

$9,074,000,000 

100.00    $3,337,000,000 

iro.oo 

Taxes 

State 

Per  cent  County  &   Local 

Per  cent 

General  Pioperty 

Special 

Poll 

$370,000,000 

982,000,000 

3,000,000 

27.31 ;    $4,265,000,000 
72.4.7            90,000,000 

.22,                27,000,000 

07-33 

2.05 

.62 

Sr,  3  5  5, 000,000 

100.00       $4,382,000,000 

100.00 

A  comparison  of  the  figures  presented  above  with  those  for  the 
year  1922  indicates  that  this  form  of  taxation  is  growing  rapidly  in 
importance  in  the  country  as  a  whole.  This  is  so  notwithstanding 
the  fact  that  in  1922  a  much  larger  proportion  of  state  tax  receipts 
was  obtained  from  this  source  than  in  1927. 

Table  No.  2  gives  comparative  figures  for  1922 : 
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Table  No.  2 

Federal,  State,  County  and  Local  Tax  Collections  in  the 
United  States  During  1922 


Taxes 

Combined 

Per  cent 

Federal 

Per  cent 

General  Property 

Special   

Poll 

$3,321,484,000 

3.«i7.799.oco 

29,140,000 

46.33 

53-26 

.41 

100.00 

$3,561,075,000 
$3,561,075,000 

100.00 

$7,168,423,000 

1 00.00 

Taxes 


General  Property 

Special 

Poll    


State 


Per  cent  County  &  Local  Per  cent 


$348,293,000         63.01 


8,324,000 


«2,973,i9i,ooo        97.34 


196,163,000,        35.49  60,561,000  1.98 


1.50 


$552,780,0001      100.00 


20,816,000 


.68 


$3,054,568,000       100.00 


In  1927  the  aggregate  amount  of  $4,265,000,000.  receipts  from 
the  general  property  tax.  was  i)aicl  into  county  and  other  local  treas- 
uries, while  in  1922  only  $2,973,191,000  was  received  by  them  from 
this  source.  It  is  interesting  to  observe  that  in  1922  states  obtained 
nearly  two-thirds  of  their  tax  money  from  this  source,  while  in 
1927  but  27.31%,  or  slightly  more  than  one-fourth  of  their  total  tax 
receipts,  was  obtained  from  the  same  source.  This  variation  is  of 
great  importance.  It  is  due  in  largest  measure  to  the  increases  in 
state  income  taxes,  state  motor-vehicle  registrations,  and  gasoline 
tax  receipts;  but  the  decrease  in  the  use  of  this  tax  in  support  of 
states  in  this  five-year  period  is  more  than  overbalanced  by  the  large 
increase  obtained  from  this  source  for  the  uses  of  local  government. 

There  are  no  recent  figures  which  show  separately  the  amount 
received  from  the  imposition  of  the  general  property  tax  on  real 
estate  and  tangible  personal  property.  In  1924  the  Bureau  of 
Census  of  the  United  States  Department  of  Commerce  published  a 
pamphlet  which  gave  such  separation.  The  table  which  follows 
gives  this  separation,  as  presented,  for  Connecticut  and  for  the 
United  States  as  a  whole: 
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Table  No.  3 

1922  Assessed  Valuation  of  All  Property  Subject  to  General  Property 
Taxes  in  Connecticut  and  in  the  United  States 


Connecticut! 

Per  cent 

83.08 
16.92 

United  States 

^92,369.378.000 

27,400,288,000 

4,847,009,000 

$124,616,675,000 

Per  ceut 

Real  Estate 

J  1,630,587,000 
332,177,000 

74.12 

21.98 

3-90 

Personal  Property 

;g  1, 962,764,000 

Total 

100.00 

The  item  in  this  table  "  Other  Property  "  refers  generally  to 
public  service  property  of  all  kinds.  If  it  be  assumed  that  other 
property  for  which  separation  was  not  made  in  the  table  may  lie 
divided  between  real  estate  and  personalty  in  the  same  manner  as 
was  the  case  of  other  taxable  personal  and  real  property,  it  will  be 
found  that  77.127o  of  the  property  subject  to  the  od  valorem  tax 
represented  real  estate  and  22.88%  personal  property.  In  1922  the 
federal  government  estimated  that  of  the  wealth  of  the  country 
60.95%  was  real  estate  and  39.05%  tangible  personal  property. 
Much  real  estate  was  exempt  from  taxation  and  much  other  tangible 
property  was  excluded  from  the  tax  rolls  of  the  country  on  account 
of  other  reasons.  Collections  in  1922  from  the  imposition  of  this 
tax  on  real  estate  amounted  to  77. 12%^  of  the  total.  Thus  it  appears 
that  real  estate,  representing  about  61%  of  the  tangible  wealth  of 
the  country,  is  bearing  77.12%  of  the  taxes.  The  percentage  figure 
would  be  even  more  startling  if  the  intangible  wealth  of  the  country 
could  be  included  in  this  computation. 

Based  on  the  experience  of  several  states,  including  Connecticut, 
it  may  be  shown  that  the  tax  burden  imposed  on  real  estate  is  grow- 
ing more  burdensome  and  that  the  burden  on  tangible  personal 
property  is  being  diminished.  The  figures  in  the  table  following 
are  from  the  reports  of  local  officials  in  Connecticut.  Connecticut 
figures  relating  to  this  subject  are  published  annually  and  are  in  as 
great  detail,  and,  possibly,  greater  detail  than  may  be  found  in  any 
other  state  report.  The  table  includes  figures  relating  to  the  local 
taxation  of  intangible  property  in  order  to  balance  the  percentage 
figures.  It  should  be  noted,  however,  that  the  total  receipts  from 
the  taxation  of  intangible  property  do  not  include  all  that  Con- 
necticut receives  from  this  source.  This  is  so  because  the  state  im- 
poses taxes  on  such  property  at  a  classified  rate,  the  payment  of 
which  to  the  state  relieves  the  taxpayer  from  the  obligation  of  list- 
ing intangible  property  for  the  purpose  of  local  taxation.  The  table 
relating  to  Connecticut  follows : 
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Table  Xo.  4 
Connecticut  Total  Local  Ad  Valorem  Tax  Levies  Over  a  Twelve- Year  Period 


Real  Estate 


Year 

(a) 


1917 
1918 
1919 

1920 
1921 
1922 

1923 
1924 
1925 

1926 
1927 
1928 


Amount 


far  cent 
rotal 


$19,103,235.39  8t,28 

21,444,238.97  80.98 

24,457,658.33  81.76 

31,492,916.29  81.17 

35.'45.357-02  82.68 

37.370.710.02  83.08 
I 

40.851.777.03  83.61 
42,284,194,75  83.93 
46,799,862.77  84.13 

49,484,183.59  84.85 

52,688,276.20  85.05 

56,897,052.07  86.08 


Tangible  Personalty 


I'er  cent 
Amount  Total 


$4,148,278.85 
4,790,396.18 
5,297,763.32 

7,142,843.28 

7,213,55477 
7,462,446.79 

7,871,332.71 
7,849,252.40 
8,627,907.66 

8,707,116.80 
9.162,370.43 
9.i4i,336.3< 


17.65 
18.09 
17.71 

18.41 
16.97 
16.59 

1 6. 1 1 

15-58 
15-51 

14-93 
•4-79 
«3-83 


Intangible  Personalty 


I  Tula!    Local 

Per  cent         '  ^^    Levy 
Amount         Total     !    . 


§251,482.06 
j  24^,272.44 
•    158,544-^2 

162,954.60 
148,776.91 
148,439-27 

136,807.77 
246,863.52 
200,260.91 

128,303.13 
99,1 19.62 
59,488.09 


.42 
•35 
■33 

.28 
•49 
-36 

.22 
.16 
.09 


1.07  $23,502,996.30 
.93  26,480,907.59 
•53       29.913,965.67 


38,798.714.17 
42,507,688.70 
44,981,596.08 

48.850,917.51 
50,380,310.67 
55,628,031.34 

58,319,603.52 
61,049,766.25 
66,097,876.47 


Some  states  appear  to  be  doiiii;'  better  with  the  taxation  of  tan- 
gible personal  property  than  is  Connecticut,  while  other  states  show- 
less  satisfactory  returns.  The  Connecticut  figures  are  in  liarmony 
with  the  trend  in  many  states.  In  contrast  to  these  figures,  there 
are  presented  below  the  figures  from  the  District  of  Columbia.  The 
District  of  Columbia  appears  rather  outstanding  in  its  application 
of  the  general  property  tax  to  personal  property,  tangible  and  in- 
tangible. A  questionnaire  from  the  Wisconsin  commission  (re- 
ceived too  late  to  use  the  figures  in  this  address)  places  that  state 
in  a  class  by  itself  in  its  application  of  this  form  of  tax.  The 
following  table  presents  the  situation  in  relation  to  the  taxation  of 
such  property  in  the  District  of  Columbia  covering  the  same  years 
as  are  included  in  the  Connecticut  figures. 

In  1928,  86.08'/(  of  the  Connecticut  total  local  ad  z-aloron  tax 
burden  was  borne  by  real  estate  as  compared  with  81.64%  for  the 
District  of  Columbia.  These  percentages  do  not  begin  to  show  the 
greater  burden  borne  by  personal  property  in  the  District  of  Co- 
lumbia as  compared  with  Connecticut.  This  is  due  to  the  fact  that 
relatively  the  District  of  Columbia  has  far  less  personal  property,  to 
tax  than  has  Connecticut.  In  1922  the  United  States  Department 
of  Commerce  obtained  figures  showing  that  40%  of  the  tangible 
wealth  of  Connecticut  represented  tangible  personal  property,  while 
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Table  No.  5 
DisTKicT  OK  Columbia  Total  Ad  Valorem  Tax  Levied  Over  a  Twelve- Year  Period 


Real   Ey 

latc 

Tangible  Personalty 

Intangible  Pe 

rsonalty 

Year 

Total  Local 

Per  cent 

Per  cent 

'er  cent 

Tax  Levy 

Amount 

Total 

Amount 

Total 

8.70 
8.41 

Amount 

Total 

1917.. 
1918.. 

$6,03 1 ,488.00 
6,152,604.00 

91.30 
80.00 

^574.750-01 
647,106.04 

^6,606,238.01 
7,690,489.43 

^890,770.39 

11.59 

1919.. 

6,219,160.00 

78.  jO 

843,397.66 

10.62 

880,519.34 

11.08 

7.943.077-00 

1920.. 

6.3 '^9.354-00 

7('.27 

1,022,315.71 

12.18 

969,093.85 

"•55 

^.390,703.56 

1921 .. 

8,478,498.00 

76.48 

1.634,973-53 

14-75 

971,848.74 

8.77 

1 1,085,320.27 

1922. . 

8,606,311.00 

77-'7 

1,539,11859 

13.80 

1,007,249.46 

9-03 

11,152,679.05 

1923.. 

9,401,590.00 

76.03 

1,138,053.88 

9.2! 

:, 825,395.45 

.4.76 

12,365,639.33 

1924.. 

9.346,328.00 

75-29 

1,168,325.83 

9-4' 

i,8,)9,oo6.45 

15-30 

12,413,660.28 

1925.. 

1 1,474,758.00 

76.88 

1,399,685.92 

938 

2,050,530.94 

•3-74 

14,924,974.86 

1926.. 

i5.3i2,747-oo 

7«-7i 

1,712,207.75 

8.91 

2,185,429.04 

11.38 

19,210,383.79 

1927.. 

17,034,614.00 

80.05 

1,883,220.66 

8.85 

2,362,984  43 

IF. 10 

21,280,819.09 

192^^.. 

19,007,584.00 

81.64 

1,796,103.58 

7-71 

2,4  79,54 1. 9i 

10.65 

23,283,229.56 

only  20%  of  the  tangible  wealth  of  the  District  of  Columbia  repre- 
sented tangible  personal  property.  In  Connecticut,  even  after  the 
inclusion  of  the  ad  z'alorem  tax  paid  to  the  state,  intangible  per- 
sonalty bears  only  an  insignificant  part  of  the  general  property  tax 
burden,  while  in  the  District  of  Columbia  more  than  one-tenth  of 
all  general  property  taxes  is  collected  from  this  source.  While  the 
burden  borne  by  personal  property  has  been  rapidly  decreasing  in 
Connecticut  during  the  last  ten  years,  the  burden  borne  by  personal 
property  taxes  in  the  District  of  Columbia  in  1928  was  only  a  bit 
less  than  that  of  1918. 

A  questionnaire  containing  a  series  of  questions,  all  bearing  on 
the  imposition  of  the  general  property  tax  in  its  application  to  tan- 
gible personal  property,  was  forwarded  to  the  taxing  officials  of  all 
states  and  the  District  of  Columbia  on  July  30th  of  this  year. 
Thirty  of  the  questionnaires  were  promptly  returned.  This  was  a 
generous  response  considering  the  difficulties  involved.  The  answers 
are  very  helpful  to  me,  and  I  take  this  opportunity  of  expressing 
my  thanks  for  the  attention  given  to  this  questionnaire  and  for  the 
information  furnished. 

In  reply  to  question  No.  8,  "  Is  your  state  satisfactorily  reaching 
tangible  personal  property  through  the  ad  valorem  tax?"  the  an- 
swers were  as  follows  : 


No 
Yes 


19 


Fair     

No  answer 
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The  states  which  appear  to  be  procuring  satisfactory  results  in  the 
ajiplication  of  the  ad  valorem  tax  to  this  class  of  property  are: 

District  of  Columbia  New  Jersey 

Maine  Wisconsin 

New  Hampshire 

Alabama.  Idaho,  Minnesota,  New  Mexico,  and  Wyoming  reports 
indicate  that  under  their  laws  "  fair  results  "  are  being  obtained. 
From  the  return  of  questionnaires,  and  from  other  sources,  it  is 
learned  that  but  few  states  classify  tangible  personal  property  or 
make  a  differential  in  rate  applicable  to  classes  of  such  property. 
Experiments  of  this  kind  are  being  conducted  in  Minnesota  and 
iVIontana.  A  like  experiment  was  made  in  North  Dakota  by  an 
enactment  in  1917.  This  law  was  repealed  in  1923.  In  the  out- 
standing case  of  the  District  of  Columbia,  the  same  rate  of  tax  is 
made  applicable  to  real  estate  as  to  tangible  personal  property.  It 
should  be  noted  that  in  the  one  state  making  classification  of  such 
j)roperty,  the  reply  on  the  questionnaire  from  that  state  indicated 
that  the  results  were  only  fair.  With  no  classification  of  the  kind 
in  the  District  of  Columbia,  the  results  are  outstandingly  good. 

Intangible  wealth,  as  well  as  tangible  personalty,  is  reported  suc- 
cessfully taxed  by  the  ad  valorem  tax  in  the  District  of  Columbia. 
There  intangible  property  is  subject  to  a  lower  and  classified  rate. 
While  the  questionnaire  did  not  bear  specifically  upon  the  question 
of  the  application  of  the  ad  valorem  tax  to  intangible  property,  it 
appears  from  the  figures  shown  that  the  District  of  Columbia  is 
outstanding  with  respect  to  the  application  of  this  tax  to  such 
wealth.  This  is  a  matter  of  interest  to  those  in  the  field  of  taxation 
throughout  the  country,  particularly  as  it  is  generally  accepted  as  a 
fact  that  this  form  of  taxation  is  not  applicable  to  this  class  of 
])roperty. 

The  return  of  the  questionnaires  indicates  that  the  tax  otticials 
of  the  states  know  fairly  well  where  the  mischief  with  respect  to 
the  property  tax  lies.  In  answer  to  question  No.  12,  "'  If  tangible 
personal  property  is  not  being  adequately  reached  through  ad  z'alorcm 
taxation  in  your  state,  is  that  failure  due  to  administrative  features 
of  the  law,  or  is  it  due  to  the  character  of  the  jiroperty.  or  both  ?" 
The  rei)lies  to  this  question  were  as  follows: 

Both  12 

Administrative  features  of  the  law    I2 

Character  of  the  proiierty    2 

No  answer    6 

Those  answering  "  Both  "  show  a  belief  in  the  fact  that  the  ad- 
ministrative features  of  the  law  are  discredited  in  whole  or  in  part, 
while  twelve  lav  the  failure  exclusivelv  to  the  administrative  fea- 
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tures  of  the  statutes.  Tlius,  in  twelve  states  tlie  administrative 
features  of  the  statutes  imposing  the  tax  are  known  to  be  unsatis- 
factory, and  in  twelve  other  states  they  are  under  deepest  suspicion. 

A  presentation  of  figures  of  the  kind,  such  as  has  been  shown 
above  for  Connecticut  and  the  District  of  Columbia,  while  not  com- 
])rehensive  of  the  country  as  a  whole  may  be  looked  to  with  advan- 
tage to  the  student  of  the  problems  involved  in  the  imposition  of 
this  form  of  taxation.  Where  most  advantageous  results  are  ob- 
tained, it  is  there  that  we  may  examine  the  administrative  features 
of  the  law,  particularly  as  the  tax  authorities  of  so  many  of  the 
.states  express  themselves  as  being  of  the  belief  that  the  difficulties 
do  not  concern  the  tax  itself  but  are  administrative  in  character. 
The  plan  long  in  use  and  most  generally  employed  throughout  the 
country  is  to  leave  the  administration  of  the  ad  z'alorcm  tax  law, 
wholly  or  almost  wholly,  to  local  authorities.  In  some  states  the 
matter  is  almost  entirely  in  the  control  of  county  officials,  while  in 
New  England  the  administration  of  this  law  is  generally  in  the 
control  of  town  authorities.  There  is  little  effective  centralized 
control  in  the  country  over  the  administration  of  this  form  of  taxa- 
tion. This  situation  has  created  absurdities  as  its  results.  These 
absurdities,  being  observed  and  recognized  by  the  legislative  bodies 
of  the  several  states,  have  given  rise  to  equalization  boards,  by 
whatever  name  called,  that  have  authority  to  equalize.  The  boards 
of  equalization  do  not  function  in  such  manner  as  to  correct  the 
inadequacies  of  local  administration. 

Carrying  through  the  contrast  existing  between  the  State  of  Con- 
necticut and  the  District  of  Columbia  and  presenting  the  facts  with 
reference  to  the  administrative  features  of  the  laws,  it  may  be 
pointed  out  that  in  Connecticut  there  are  one  hundred  and  sixty-nine 
towns,  each  authorized  to  choose  a  board  of  tax  assessors  who  are 
charged  with  the  obligation  of  ascertaining  what  property  in  the 
respective  towns  is  taxable  and  of  evaluating  all  items  of  taxable 
property  subject  to  their  respective  jurisdictions.  Neither  the  tax 
commissioner  nor  any  other  centralized  authority  may  supervise  the 
administration  of  this  law.  A  taxpayer,  of  course,  has  the  right  of 
appeal  in  case  he  claims  to  be  aggrieved  on  account  of  the  work  of 
the  assessors.  The  local  assessors  are  nominated  and  elected,  as  a 
rule,  in  local  political  party  caucuses,  and  each  board,  by  the  plan 
most  generally  employed  in  the  state,  consists  of  three  assessors. 
The  courts  make  it  clear  that  the  tax  assessor  is  an  administrative 
official,  so  that  each  such  board  consists  of  three  administrators, 
each  having  equal  authority.  The  plan  in  Connecticut  is  here  men- 
tioned because  it  is  typical  and  does  not  differ  in  many  essential 
features  from  the  general  plan  employed  in  many,  if  not  in  a  major- 
ity, of  the  states.  The  results  in  Connecticut  are  not  better  or, 
generally,  more  unsatisfactory  than  mav  be   found  to  exist  in  the 
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other  states  which  use  this  general  plan  of  administering  the  law- 
imposing  the  ad  valorem  tax.  This  plan  in  Connecticut,  in  recent 
years,  has  given  away  slowly  and  reluctantly  to  the  idea  that  a 
single  appointive  assessor,  chosen  because  of  his  qualitications, 
should  be  placed  in  complete  charge  of  the  administration  of  the 
assessing  laws  in  his  communit)'.  The  results  which  have  been  so 
obtained  in  the  handful  of  Connecticut  municipalities  are  note- 
worthy. A  study  of  the  administration  of  the  ad  z'alorcm  tax  in  the 
District  of  Columbia  shows  that  all  assessments  there  are  under  the 
direction  of  one  assessor  who,  together  with  all  his  assistants  re- 
sponsible to  him,  is  appointed  by  the  district  commissioners.  Re- 
ports from  the  State  of  New  York  indicate  that  where  the  single 
administrator  in  a  city  is  charged  wth  the  responsibility  of  admin- 
istering the  ad  z'aloron  tax  law,  the  best  results  are  there  obtained. 

The  present  practices  with  respect  to  the  imposition  of  the  ad 
valorem  tax  on  tangible  personal  property  is  to  leave  much  of  it  out 
of  the  tax  rolls.  This  is  especially  true  of  household  furniture, 
jewelry,  books,  watches,  musical  instruments  and  personal  effects. 
This  does  not  mean,  as  many  in  high  authority  declare,  that  the 
general  property  tax  has  broken  down  or  collapsed.  Those  in  close 
touch  with  the  administration  of  the  ad  valorem  tax  believe  that  the 
trouble  is  not  with  the  tax  itself  but  with  the  administrative  features 
of  the  law.  It  may  be  said  in  passing  that  a  majority  of  the  ques- 
tionnaires state  that  jewelry  is  among  the  least  satisfactorily  reached 
of  any  class  of  tangible  property.  Of  great  interest  as  bearing  on 
this  question  is  an  incident  having  to  do  with  the  taxation  of  jewelry 
which  occurred  a  few  years  ago  in  Connecticut : 

A  citizen  of  financial  standing  appearing  before  the  board  of 
assessors  of  his  town  in  Connecticut,  to  make  oath  to  the  list  of 
tangible  property  owned  by  him,  exhibited  on  the  hand  which  he 
held  up  when  taking  the  oath  required  by  law,  a  diamond  ring  which 
was  conspicuous  because  of  its  unusual  size  and  brilliance.  Ob- 
serving that  the  list  sworn  to  by  this  taxpayer  as  being  a  complete 
list  of  all  his  taxable  property  contained  no  item  of  jewelry,  one 
of  the  assessors  addressed  the  taxpayer  thus :  "  I  notice  you  wear  a 
large  diamond  ring  which  is  not  included  in  the  list  of  property 
presented  and  sworn  to  by  you."  Thereupon,  the  taxpayer  laugh- 
ingly replied:  "It  belongs  to  my  wife."  In  this  case  the  assessor 
was  well  acquainted  with  the  taxpayer  and  knew  the  ring  was  not 
the  property  of  the  wife.  Furthermore,  had  it  been  the  property 
of  the  wife,  it  was  the  duty  of  the  assessor  to  make  out  the  list  for 
her,  if  she  failed  to  do  so,  and  add  a  penalty  of  ten  per  cent  of  the 
actual  value  of  the  same.  This  ring  was  not  set  in  the  list  by  either 
the  taxpayer  or  his  wife  or  by  the  assessors,  as  the  law  required. 
It  escaped  taxaton. 

If  we  could  determine  with  certaintv  whv  this  ring  was  not  listed 
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by  the  taxpayer,  we  miijht  he  ahic  to  determine  wliy  much  jeweh'y 
and  much  other  tanjj^ible  personal  property  of  the  value  of  a  few 
hillions  of  dollars  annually  escapes  taxation  in  the  municipalities  of 
the  country. 

In  the  instant  case  it  cannot  he  contended  that  either  the  taxpayer 
or  the  assessors  were  ignorant  of  the  law.  The  taxpayer  was  highly 
intelligent  and  was  perfectly  familiar  with  the  requirements  of  the 
law  relating  to  the  taxation  of  jewelry.  The  assessors  were  familiar 
with  the  law  and  knew  very  well  that  it  was  their  duty  to  list  the 
property  in  the  name  of  the  owner  in  case  he  failed  to  include  the 
ring  in  his  list  so  handed  in  to  the  assessors.  Why  did  not  this  tax- 
payer list  the  ring?  Was  his  failure  due  to  the  fact  that  it  had 
produced  for  him  no  cash  income  during  the  preceding  year  ?  It  is 
by  no  means  probable  that  he  had  ever  heard  the  doctrine  advanced 
that  non-income-producing  tangible  property  should  not  be  made 
subject  to  the  general  property  tax.  Only  tax  students  who  follow 
the  latest  overflowing  of  tax  philosophy  have  heard  of  this  doctrine. 
Was  his  failure  due  to  any  lack  of  ability  to  pay  the  amount  which 
he  would  have  been  required  to  pay  had  the  ring  been  listed?  Noth- 
ing of  the  kind.  He  had  ample  ability  to  pay.  Furthermore,  had 
he  listed  the  ring  and  paid  the  tax  the  amount  of  the  payment  would 
have  borne  no  known  or  imaginary  relation  to  the  amount  which 
this  taxpayer  was  able  to  pay  to  the  community  wherein  he  lived. 
Admitting  it  to  be  true  for  the  purposes  of  this  discussion  that  this 
taxpayer  obtained  no  cash  return  annually  because  of  his  ownership 
of  this  jewelry,  it  is  by  no  means  certain  that  there  had  not  been 
an  annual  increase  in  the  fair  market  value  thereof  during  the 
period  of  his  ownership  of  it.  That  there  has  been  an  annual  en- 
hancement in  recent  years  in  the  value  of  diamonds  is  very  well 
known.  Why  then  should  it  not  have  been  listed?  No  sound 
reason  based  on  tax  theory  appears  to  exist  why  the  taxpayer  failed 
to  list  this  property.  Some  reason  other  than  that  based  on  tax 
theory,  therefore,  must  have  given  rise  to  the  failure  of  this  tax- 
payer to  comply  with  the  law.  Previously,  he  had  not  listed  this 
same  diamond  ring  when  making  out  his  annual  tax  return.  He 
justified  his  failure  to  comply  with  the  law  on  the  fact  that  the  list- 
ing of  the  ring  by  him  might,  and  probably  would,  result  in  a  dis- 
crimination against  him  inasmuch  as  other  taxpayers  did  not  list 
such  property.  This  taxpayer  was  positively  not  in  favor  of  being 
discriminated  against  in  matters  of  taxation. 

Why  did  not  the  assessors  who  are  solemnly  sworn  to  the  faithful 
performance  of  their  duties  respond  to  their  obligatioiis  and  set  this 
item  of  jew^elry  in  the  tax  list?  If  this  question  could  be  answered 
with  certainty,  we  might  be  able  to  determine  why  a  few  billions 
of  untaxed  values  of  jewelry  and  other  tangible  property  is  not 
annually  added  to  the  tax  rolls  of  the  country.  This  would  he  a 
consummation  much  to  be  desired. 
30 
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One  assessor  advanced  as  a  reason  for  failure  to  place  the  value 
of  the  diamond  ring  in  the  tax  list  his  inability  to  determine  the 
value.  He  said  he  did  not  know  whether  it  was  a  real  diamond  or 
one  purchased  at  a  ten-cent  store.  The  tax  authorities  of  the  town 
were  in  a  position,  if  they  desired  to  do  so.  to  set  the  property  in 
the  list,  give  the  taxpayer  notice  of  such  action,  and  put  him  on 
his  oath  as  to  the  cost  of  the  ring  and  the  date  of  its  purchase. 
This  would  have  given  some  clue  to  its  value.  By  this  and  other 
means  its  value  was  ascertainable.  Another  assessor  admitted  that 
he  knew  it  was  a  diamond  and  had  reason  to  believe  that  its  fair 
market  value  was  about  one  thousand  dollars.  He  was  unwilling 
to  set  it  in  the  list  and  tax  it  because  other  people  did  not  pay  taxes 
on  their  jewelry,  and,  further,  because  jewelry  had  never  been 
taxed  so  long  as  he  had  been  a  resident  of  that  community.  The 
third  assessor  took  the  position  that  jewelry  ought  to  be  taxed  but 
said  it  did  not  amount  to  much.  None  of  the  assessors  advanced 
the  doctrine  that  it  would  be  unjust  to  tax  such  property,  or  that  the 
taxpayer  was  without  ability  to  i)ay,  or  that  the  diamond  was  non- 
income-producing  and.  therefore,  should  not  be  taxed,  or  that  they 
would  have  acted  differently  had  jewelry  been  subject  to  taxation 
at  a  classified  and  lower  rate  than  that  made  applicable  to  otlier 
property. 

Two  of  the  assessors  on  the  board  referred  to  were  farmers;  the 
owner  of  the  jewelry  was  not  a  farmer.  This  board  of  assessors 
had  placed  all  cows  in  the  list  made  up  by  them  at  fifty  dollars  each. 
The  escape  from  the  tax  list  of  a  diamond  ring,  therefore,  of  the 
market  value  of  one  thousand  dollars  was  the  same  as  permitting 
the  escape  from  the  tax  net  of  a  whole  herd  of  Guernseys.  Had 
such  a  herd  been  omitted  from  the  list,  the  farmers  of  the  com- 
munity, in  all  probability,  would  have  criticized  the  board  of  asses- 
sors because  of  their  lack  of  fidelity  to  the  trust  imposed  upon  them 
by  the  community.  This  item,  if  made  subject  to  taxation  at  the 
local  rate  of  twenty  mills,  would  have  netted  twenty  dollars  to  the 
community.  This  is  a  small  amount,  but  there  was  much  other 
jewelry  in  the  community,  indeed,  other  classes  of  tangible  property 
which  escaped  taxation  in  like  maimer,  and  for  precisely  the  same 
reason.  The  importance  of  permitting  the  escape  of  such  property 
lies  in  the  fact  that  if  one  class  of  property  goes  through  the  tax 
net  in  the  manner  described,  it  is  certain  that  the  meshes  of  the  net 
will  be  found  too  large  to  hold  much  other  property.  The  amount 
of  money  obtained  from  the  taxation  of  jewelry,  household  furni- 
ture, wearing  apparel,  libraries  and  the  like,  which  is  individually 
owned  and  widely  scattered,  is  small  in  comparison  with  that  ob- 
tainable from  a  single  taxpayer  on  land  and  buildings  or  auto- 
mobiles, or  the  personalty  of  manufacturing  concerns,  or  of  public 
service  companies,  or  merchants.     The  public  appears  to  lend  its 
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sanction  to  tlie  taxation  of  personalty  if  the  proceeds  therefrom  are 
substantial  in  amount.  The  escape  from  taxation  of  tangible  per- 
sonal property,  individually  owned  and  widely  scattered  in  the  com- 
munities, is  not  permitted  through  a  disposition  on  the  part  of  the 
public  or  of  local  officials  to  discriminate  in  favor  of  or  against  any 
class  of  citizens.  It  is  not  permitted  to  escape  out  of  regard  to  any 
tax  theory  or  with  any  purpose  to  treat  any  citizen  or  class  of 
citizens  unjustly.  Local  taxing  officials,  as  a  rule,  receive  pitifully 
small  pay.  They  choose  to  disturb  their  neighbors  as  little  as  pos- 
sible in  the  performance  of  their  unpleasant  tasks.  They  conform 
to  the  customs  of  the  community  wherein  they  reside  and  seek  to 
obtain  the  revenue  needed  to  support  local  government,  as  a  rule, 
by  pursuing  the  lines  of  least  resistance.  Exceptions  occur  in  a 
few  states  where  different  customs  prevail,  as  shown  by  the  return 
of  the  questionnaires. 

The  fact  is  worth  recording  liere  that  the  questionnaires  from  a 
majority  of  the  reporting  income-tax  states,  those  imposing  taxes 
on  corporate  or  personal  incomes  or  both,  show  that  this  form  of 
taxation  tends  to  relieve  real  estate  from  its  growing  tax  burdens 
and  that  such  impositions,  to  a  very  minor  extent,  relieve  tangible 
personal  property.  Increasing  expenditures  in  these  states  have 
absorbed  the  income-tax  levies  to  such  an  extent  that  other  prop- 
erty has  not  enjoyed  the  relief  which  it  otherwise  would  have  ob- 
tained. The  question  as  to  whether  money  from  income  taxation 
has  invited  liberal  or  extravagant  expenditures,  or  has  had  a  ten- 
dency to  do  so,  and  thus  has  failed  in  whole  or  in  part  of  its  pur- 
]iose  of  relieving  other  property  from  its  ad  valorcDi  tax  burden  is 
an  unanswered  question.  It  seems  to  be  generally  agreed  that 
property  subject  to  the  general  property  tax  is  bearing  an  increased 
burden.  Such  increase  would  have  been  more  rapid  had  not  re- 
ceipts from  income  taxes  been  obtained.  Generally,  it  appears  the 
income  tax  is  supplemental  to,  rather  than  in  lieu  of,  the  ad  z'alorciii 
tax.     I  think  it  will  long  remain  so  in  this  country. 

What  are  the  present  practices  with  reference  to  ad  valorem  taxa- 
tion of  personal  property  ?  I  have  thrown  some  sidelights  on  the 
situation,  as  I  am  given  to  see  it.  To  answer  this  question  is  the 
work  of  a  nation-wide  commission  of  skilled  investigators.  To 
ascertain  with  certainty  where  the  general  property  tax  is  being 
most  satisfactorily  applied,  to  real  estate  or  to  tangible  personal 
property,  is  of  itself  a  task.  Its  importance  should  incline  the  stu- 
dents of  taxation  throughout  the  country  to  speed  up  the  answer  to 
this  question.  Notwithstanding  reports  to  the  contrary,  the  general 
property  tax  with  all  its  frailties  has  not  broken  down.  Because  of 
improper  administrative  features  of  the  tax  laws,  and  lack  of  care- 
ful and  painstaking  study  of  its  administration,  the  general  property 
tax  appears  to   be  Iient   but   not  broken.      By   the   tendency   of   in- 
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creasing  tax  burdens,  of  increasing  expenditures,  and  higher  rates, 
an  increasing  amount  of  taxable  personaUy  is  annually  omitted  from 
the  rolls.  It  has  been  well  said  by  Professor  Lutz :  "  As  rates  in- 
crease, the  premium  on  evasion  becomes  greater.  Higher  rates 
stimulate  evasion,  and  increasing  evasion  leads  to  higher  rates.'" 

Chairman  Harvey  :  I  am  sure  that  we  all  appreciate  the  efforts 
and  the  careful  research  of  Commissioner  Blodgett. 

The  next  item  on  the  program  was  a  discussion  of  the  paper  just 
presented,  but  in  order  to  expedite  the  business  of  this  session  we 
will  omit  that  temporarily. 

1  now  call  for  the  report  of  the  Committee  of  the  National  Tax 
Association  on  Taxation  of  Commercial  Motor  Vehicle  Transpor- 
tation, which  has  been  prepared  by  Prof.  'SI.  H.  Hunter,  chairman 
of  the  committee,  but  in  his  absence  will  be  presented  by  Mr.  X'irgil 
H.  Gibbs  of  Ohio,  a  member  of  the  committee. 

Virgil  H.  Gibbs  (Ohio)  :  Mr.  Chairman,  Ladies  and  Gentlemen: 
Professor  Hunter  two  months  ago  notified  me  that  he  could  not 
be  present  and  asked  me  to  read  the  report  of  the  committee.  I  had 
hoped  he  might  be  here,  but  he  is  not.  His  absence  is  a  distinct 
loss,  not  only  in  connection  with  th's  paper,  but  he  is  a  valuable 
man  to  have  present  at  a  national  tax  conference. 

It  is  regretted  that  the  audience  is  not  larger  this  morning.  This 
is  a  very  important  subject.  However,  we  are  encouraged  because 
the  colored  porter  informed  me  a  while  ago  that  the  most  intelli- 
gent and  the  best-looking  portion  of  the  conference  still  remained. 

REPORT  OF  COMMITTEE  OX  THE  TAXATION 

OF  COMMERCIAL  MOTOR  VEHICLE 

TRAXSPORTATIOX 

M.    U.    FIUXTER,   CHAIRMAX 

In  the  report  of  your  committee  on  the  taxation  of  commercial 
motor  transportation  made  in  Seattle  last  year,  the  attempt  was 
made  to  lay  some  basic  principles  applicable  to  the  taxation  of  com- 
mercial motor  transportation.  These  may  be  summed  as  follows : 
(1)  In  the  use  of  regulatory  charges,  there  is  need  to  make  no 
discrimination  between  vehicles  operated  for  hire  and  those  which 
are  not  so  operated;  (2)  in  the  levy  of  the  gasoline  tax  no  distinc- 
tion should  be  made  on  the  basis  of  the  type  of  vehicle;  (3)  in 
addition  to  these  charges,  the  commercial  motor  vehicle  should  be 
considered  as  a  business,  and  taxed  as  such.  It  is  the  purpose  of 
this  report  to  build  upon  these  conclusions  with  the  hope  that  sug- 
gestions may  be  made  which  will  be  helpful  to  those  entrusted  with 
the  responsibility  of  levying  taxes  upon  commercial  motor  carriers 
m  the  formulation  of  an  equitable  and  usable  plan  for  such  taxation. 
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The  time  probably  will  not  come  when  protection  to  person,  prop- 
erty, and  the  highway  will  not  require  the  regulation  of  the  use  of 
motor  vehicles.  Herein  lies  the  justification  for  some  form  of  regu- 
lation by  the  different  states,  which  to  the  present  has  taken  the 
form  of  a  license  payment.  In  many  cases,  of  course,  the  size  of 
the  payment  has  been  larger  than  any  regulatory  feature  would 
warrant,  neither  has  it  always  been  based  upon  factors  indicative  of 
the  need  for  regulation. 

As  a  protection  to  person  and  property,  every  state  requires  the 
registration  of  motor  vehicles,  those  operated  for  commercial  pur- 
poses as  well  as  others.  The  regulatory  feature  here  involved,  how- 
ever, cannot  justify  the  size  of  the  charge  made  in  many  states. 
The  record  of  ownership,  type  of  car,  etc.  could  be  secured  just  as 
readily  by  charging  a  fee  just  large  enough  to  cover  cost,  or  by 
making  no  charge  at  all,  for  that  matter. 

In  some  states  the  element  of  protection  to  highway  has  been  the 
basis  used  for  calculating  the  fee  charge.  Thus  there  is  some  rela- 
tion between  size  of  tire,  type  of  tire,  weight  of  vehicle,  number 
of  wheels,  and  highway  depreciation.  The  following  table  shows 
the  basis  for  license  charges  of  a  regulatory  nature  upon  trucks  and 
buses  in  the  different  states  as  of  July  1,  1929.  The  General  As- 
sembly of  most  states  met  in  1928-29  and  some  changes  were  made 
in  previous  methods  of  levy. 

RE(;ri.ATOKv  Uasfs  for  Grant  of  License 


Alabama 

Bus— passenger  capacity 


Arizona 
Bus 
Truck 


>■  weight  o 


f  vehicle 


Arkansas 

Bus — h.p.  and  gross  weight 
Truck — ton  capacity 

California 

T,       ,    /■  flat   rate — net  weight 
Truck  I 

Colorado 

Bus — cost — seat  capacity 
Truck — ton  capacity 

Connecticut 

Bus — piston   displacement  —  seat- 
ing capacity 
Truck — piston  dispL — capacity 

Delaware 

Bus      1  .   ,  ^ 

...       ,    ,-  gross  weight 
1  ruck  I  "  " 


Florida 

Bus      \  .   ,  , 

T-       1    }  gross  weight 
Truck  I  '^  ^ 

Georgia 

Bus  )  ■      .,         r  .    •     1 

T,       ,    >  weight  of  vehicle 
1  ruck  I         " 

Idaho 

Bus — weight,  age 
Truck — ton  capacity 

Illinois 


Bus  \  .  ,  ^ 
,,-  1  r  weight 
1  ruck  i         " 


Indiana 

Bus — horsepower — weight 
Truck — ton  capacity 

Iowa 

Bus — weight — passenger  mile 
Truck — gross  weight 

Kansas 

Bus — weight 

Truck — capacit)' 
Kentucky 

Bus — carrying  capac. — gross  wt. 
Truck — carrying  capacity 
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Louisiana 
Bus       I 
Truck  I 


horse))o\ver — capacity 


Maine 

Bus      \ 

Truck  r'^J^^^'^y 


>  capacity 


.Maryland 
Bus 
Truck 

Massachusetts 

Bus — carrj-ing  cai:)acity 
Truck — horsepower 

.Michigan 

Bus  \  .  ,  , 
-I-  1  f  weight 
1  ruck  )         ^ 

-Minnesota 

Bus      1       , 

...       ,    >  value — capacity 

1  ruck  ) 

Mississijjpi 

Bus — horsepower — gross  weight 
I'ru.'k — ton  capacity 


.M  'ssouri 


Bus      \ 
Truck  I  ' 


arrying  capacity 


.Montana 
Bus      "t 
Truck  r'^"'''-''"^'  '^^''•'^''^' 

Nebraska 

Bus — flat  rate — seat  capacity 
I'ruck — gross  weight 

Nevada 

Bus       1  weight — carrying 
Truck  j       capacity 

Xew    Hainijshire 

Bus       1  .   ,  ^ 

■I-       I    i'  gross  weight 
1  ruck  I  " 

-New    Jersey 

Bus       \ carrying  capacity 
Truck  j  gross  weight 

New    .Me.xico 

Bus      1  flat  rate-^carrying 
Truck  )      capacity 

.New   \'ork 

Bus — carrying  capacity 
Truck — weight — capacity 

North  Carolina 

Bus — horse]  wwer 
Truck — ton  capacity 


weight 


Xorth   Dakota 

Bus — factory  selling  price 
Truck— weight— horsepower 

Ohio 

Bus      1  .   , 

-I-       I    r  gross  weight 
1  ruck  J  "  *" 

Oklahoma 

Bus — manufacturer's  jjrice  list 
Lruck — capacity 

Oregon 

Bus      \ 

Truck  ) 
Pennsylvania 

Bus — carrying  cajjacity 
Truck — chassis  weight 

Rhode   Island 

r       i.f"*^'Shl — horsepower 

South   Carolina 

Bus      1        •    u,    ,- 

.,,       ,    /-weight,   tire,  capacity 

Iruck  )         "^  '         ■ 

South   Dakota 

Bus — weight — passenger  capacity 
Truck — carrying  capacity 

Tennessee 

Bus       )  , 

-P       ,    .'■horsepower — caijacitv 
1  ruck  )  ^  '         ■ 

Texas 

Bus      1  .  .         , 

Truck  I'^'irrying  capacity— h. p. 

Ltah 


Bus      "I 
Truck  / 


capacity 


\'ermont 

lius — weight 

'Truck — weight — capacity 

\  irginia 

lius — weight 
'Truck — cajjacitj- 

Washington 

Bus      \       .    , 

•I-       I    r  weight 
I  ruck  ) 


West    \' irginia 
lius       I 
Truck  I  ^' 


rant   ol   cenihcate 


Wisconsin 

Bus      \  .   ,  , 

'I-       1    .  gross  weight 
1  ruck  J  "  " 

Wyoming 

lius — h.p. — seating  capacity 
'Tru^rk — capacity 
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It  is  the  problem  of  engineers  to  decide  the  relation  between  high- 
way usage  by  different  types  of  vehicles  and  highway  deprecia- 
tion. Many  experiments  have  been  conducted  and  some  conclusions 
reached.  Thus  there  is  no  doubt  that  a  steel  tire  is  more  destructive 
than  one  of  solid  rubber,  and  one  of  solid  rubber  more  destructive 
tlian  a  pneumatic  tire.  Also  there  may  be  a  definite  relation,  de- 
pending upon  the  construction  of  the  highway,  between  the  weight 
of  the  load  and  the  wear  upon  the  highway.  It  is  such  factors  that 
should  be  taken  into  consideration  in  the  determination  of  the  size 
of  the  fee  to  be  levied  upon  motor  carriers  to  legalize  their  use  of 
the  highways. 

Eventually,  the  public  will  decide  the  maximum  capacity  of  bus 
and  truck  which  will  meet  the  public  convenience  and/or  necessity. 
It  will  be  then  the  duty  to  construct  highways  to  withstand  tlie 
traffic  of  these  vehicles  with  no  serious  effects.  Until  such  is  deter- 
mined and  highways  built  to  withstand  such  traffic,  regulation  must 
exist  through  fees  and  prohibitions.  The  fee  should  vary  with  type 
of  tire,  weight  per  wheel,  amount  of  underslung  weight,  and  such 
factors  as  engineers  have  demonstrated  to  have  some  influence  on 
highway  depreciation.  Prohibition  should  take  care  of  maximum 
weights  and  other  factors  which  would  involve  a  greater  public  cost 
than  the  benefit  bestowed.  For  example,  it  would  be  unwise  to 
allow  a  twelve-ton  truck  to  operate  over  a  highway  which  had  been 
constructed  on  specifications  to  accommodate  a  six-ton  truck  as  its 
maximum  load. 

Some  surplus  above  costs  of  administration  may  result  from  the 
use  of  regulatory  fees.  This  may  well  go  into  the  highway  fund, 
although  any  surplus  should  be  incidental  rather  than  predeter- 
mined. If  it  be  decided  to  have  the  motorist  to  contribute  to  a 
special  fund  for  highway  construction  and  maintenance,  which  de- 
cision is  definitely  established,  some  other  basis  than  the  fee  should 
be  used.  The  tax  upon  gasoline  seems  to  be  a  happy  as  well  as 
logical  and  justifiable  solution  of  this  problem. 

Time  need  not  be  taken  to  justify  the  use  of  gasoline  as  a  tax 
base,  for  the  merits  of  such  a  levy  are  now  generally  conceded. 
Some  problems  in  connection  with  its  use,  how-ever,  are  worthy  of 
brief  consideration.  First,  there  seems  to  be  no  conclusive  reason 
why  there  should  be  any  distinction  between  commercial  carriers 
and  others  in  the  payment  of  the  tax.  The  greater  part  of  the  re- 
ceipts, at  least,  will  be  allocated  to  highway  construction  and  main- 
tenance, and  in  this  the  owners  of  all  types  of  vehicles  are  interested. 
It  may  appear,  since  highway  protection  is  secured  through  fee  pay- 
ments, that  the  bus  and  truck,  whether  commercial  or  not.  because 
of  the  fewer  miles  per  gallon,  will  be  taxed  an  undue  amount  by 
paying  the  uniform  tax  on  gasoline.  This,  however,  in  the  case  of 
the  commercial  carrier,  will  be  oft'set  in  the  amount  of  taxes  levied 
against  it  as  a  business.     This  levy  will  be  discussed  later. 
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Another  important  problem  in  the  use  of  the  gasoline  tax  is  the 
size  of  the  levy.  After  the  legislation  in  1929  the  rate  levied  in  the 
different  states  was  as  follows: 


Sfat,'  Crnts 

Alabama     4 

Arizona     4 

Arkansas    1^ 

California    t, 

Colorado     4 

Connecticut    2 

Delaware    ?, 

Florida   5 

Georgia    4 

Idaho    4. 

Illinois    . 3 

Indiana     4 

Iowa 3 

Kansas    3 

Kentucky   5 

Louisiana   4 


State 

Cen 

Maine 

■      4 

Maryland 

A 

Massachusetts    .  . 

2 

Michigan    

3 

Minnesota    

3 

Mississippi     .... 

■\ 

Missouri     

2 

Montana     

T 

Nebraska    

■      4 

Nevada     

.        4 

New   Hampshire 

4 

New  Jersey  .... 

2 

New   Mexico   .  .  . 

s 

New  York   

2 

North  Carolina   . 

■^ 

North  Dakota   .  . 

2 

uts 


State  Cents 

Ohio    4. 

Oklahoma    3 

Oregon    3 

Pennsylvania   ....  3 

Rhode   Island    ...  2 

South  Carolina   .  .  6 

South  Dakota       .  4 

Tennessee     5 

Texas    •? 

Utah     3^/2 

Vermont   4 

Virginia    5 

Washington    2 

West  Virginia    .  .  4 

Wisconsin    3 

Wyoming     4 


P'ive  sublect  to  referendum. 


These  figures  indicate  an  apparently  unjustifiab'e  variation  in  the 
tax  rate  levied  by  the  different  states  upon  the  same  commodity. 
Perhaps,  indeed,  the  variation  is  too  great,  yet  the  conclusion  can 
scarcely  be  reached  that  the  rate  should  be  uniform.  The  levy  of 
the  tax  must  be  justified  on  one  of  tw^o  bases:  To  raise  sufficient 
funds  for  highway  purposes,  or  to  place  a  levy  upon  motorists  to 
the  extent  that  they  are  able  to  pay  taxes,  irrespective  of  the  rela- 
tion of  receipts  to  the  amount  of  expenditure  upon  the  highway. 

In  the  different  states,  the  amount  of  highway  construction,  to- 
gether with  the  costs  per  mile,  varies  so  greatly  that  a  uniform  ta.x 
on  gasoline  would  produce  an  amount  of  revenue  which  would 
seldom  conform  to  the  expenditure  for  highways.  The  amount  of 
construction  varies  with  the  demand  for  roads  and  with  the  extent 
to  which  the  road-building  program  has  been  completed.  The  main- 
tenance charge,  of  course,  is  a  variable  item,  and  depends  upon  such 
factors  as  mileage,  type  of  construction  arid  topogra])hy.  It  is  futile 
to  expect  a  uniform  gasoline  tax  the  measure  of  which  is  a  revenue 
sufficient  just  to  meet  highway  costs. 

The  justification  for  the  use  of  gasoline  as  a  base  for  tax  levy 
does  not  necessarily  depend  upon  the  expenditure  of  the  receipts  for 
highway  purposes.  A  situation  already  exists  in  which  a  part  of 
the  receipts  for  highway  purposes  are  allocated  for  other  than  high- 
way purposes.  Before  the  Igeislature  of  1929,  for  example,  in 
Florida  one  cent  of  the  tax  of  five  cents  was  used  for  educational 
purposes;  in  Georgia  one-half  cent  of  the  tax  of  three  cents  was 
for  the  free  school  fund;  in  South  Dakota  one  cent  of  the  tax  of 
four  cents  went  into  the  general  fund. 
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Any  justification  for  such  use  of  receipts  from  the  gasoline  tax 
must  be  upon  some  other  basis  than  the  benefit  received  from  the 
expenditure  of  the  funds.  If  the  principle  be  accepted  that  taxes 
should  be  levied  on  the  basis  of  ability  to  pay,  and  it  can  be  shown 
that  taxes  upon  gasoline  conform  to  this,  then  there  is  a  justification 
for  a  levy  greater  or  less  than  that  sufficient  to  finance  highways. 
As  yet  the  amount  of  the  gasoline-tax  levy  has  not  appeared  to  be 
so  large  as  to  have  much  of  a  deterrent  effect  upon  the  extension 
of  motoring,  either  for  commercial  purposes  or  otherwise.  Statis- 
tics show  a  continued  growth  in  the  use  of  motor  vehicles  of  all 
types.  In  fact  it  is  not  hard  to  conclude  that  the  operator  of  a  motor 
vehicle  of  whatever  type  is  well  able  to  pay  a  tax  of  a  few  cents 
per  gallon  on  gasoline  since  this  is  such  a  small  part  of  the  cost  of 
operation.  If  the  tax  is  three  cents,  at  ten  miles  to  a  gallon,  the  tax 
for  40,000  miles  of  car  use  will  be  $120.00.  If  a  car  which  cost 
$2,000  is  driven  40,000  miles,  and  at  the  end  of  this  time  is  worth 
$500.00,  the  ratio  of  the  cost  of  the  tax  to  that  of  depreciation  is 
120  to  1500.  To  have  the  gasoline  tax  equal  depreciation  under 
these  conditions,  the  car  would  have  to  be  driven  500.000  miles,  still 
under  the  assumption  that  its  value  would  be  $500  at  the  end.  A  tax 
on  gasoline  is  such  a  small  part  of  the  cost  of  operating  a  motor 
vehicle  of  whatever  type  that  it  seems  to  warrant  the  conclusion 
that,  in  general,  those  who  can  afford  to  bear  the  other  costs  of 
operating  motor  vehicles  will  not  be  seriously  burdened  by  a  tax  of 
a  few  cents  a  gallon  on  gasoline. 

Under  the  assumption  that  highway  costs  shall  be  met  from  re- 
ceipts from  the  gasoline  tax,  the  problem  of  distribution  presents 
itself.  The  problem  is  not  new.  for  it  is  continually  arising  among 
political  divisions  whose  jurisdictions  to  some  extent  overlap.  In 
the  case  of  the  division  of  the  receipts  from  the  gasoline  tax  to  be 
used  foii  highways,  the  contention  has  been  largely  between  the  city 
and  state,  although  the  county  and  township  have  not  been  entirely 
without  the  picture.  Some  states  now  allot  a  part  of  the  receipts  to 
cities  upon  no  logical  basis.  The  chief  complaint  of  the  city  which 
receives  none  of  the  receipts  is  that  its  citizens  pay  a  large  percent- 
age of  the  tax  yet  get  nothing  in  return  to  meet  the  increased  cost 
occasioned  by  the  motorists. 

The  position  that  the  city  gets  nothing  in  return  for  the  amount 
paid  in  gasoline  taxes  has  little  to  substantiate  it.  To  argue  thus  is 
to  claim  that  the  hghway  gives  no  benefit  to  cities;  that  the  auto- 
mobile salesrooms,  accessory  shops  and  filling  stations  directly  trace- 
able to  improved  highways  are  not  desired ;  neither  is  the  increased 
business  of  hotels,  theaters,  and  different  types  of  stores  dependent 
upon  the  same  source  of  any  value.  If  figures  could  be  compiled, 
they  would  show  that  the  business  brought  to  cities  from  the  con- 
struction of  highways  was  an  adequate  remuneration  for  all  taxes 
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paid  by  the  urban  motorist.  Some  surveys  have  been  made  of  the 
type  of  car  upon  the  highway,  the  resuUs  of  which  indicate  a  con- 
siderable use  by  the  urban  owner.  Thus,  in  an  Ohio  survey,  it  was 
found  that  about  87%  of  the  total  passenger  traffic  upon  state  high- 
ways was  by  city-owned  cars.  The  corresponding  figure  for  trucks 
was  84.5%.  The  percentage  of  city-owned  cars  varied  directly  with 
the  density  of  traffic.  A  Pennsylvania  survey  shows  that  about  93% 
of  the  passenger  traffic  upon  the  highways  was  by  city -owned  cars. 

There  is  no  intention  to  deny  that  the  development  of  motor  trans- 
portation has  meant  additional  municipal  costs,  among  them  the 
widening,  construction,  and  maintenance  of  streets.  There  is  no 
justice  in  meeting  such  additional  construction  costs  through  the  use 
of  the  special  assessment,  for  abutting  property  is  no  more  valuable 
liecause  of  its  location  on  a  highway  route ;  in  many  cases  the  in- 
creased traffic  may  make  it  less  valuable.  The  problem  is  to  find 
the  revenue  to  meet  the  additional  cost,  and  one  possibility  is  from 
a  share  in  the  receipts  from  the  gasoline  tax. 

Whatever  the  merits  of  the  demand,  the  increasing  insistence  that 
a  part  of  the  receipts  be  allocated  to  cities  cannot  be  ignored.  As- 
suming such  a  distribution  to  be  made,  it  would  be  on  some  logical 
and  defensible  plan.  The  following  is  offered  as  meeting  this  re- 
quirement :  Allow  cities  that  proportion  of  the  receipts  applicable 
to  the  highway  fund,  after  deduction  of  administrative  costs,  as  the 
proportion  of  miles  of  highway  routes  in  cities  bears  to  the  total 
miles  of  highways;  then  make  distribution  of  this  amount  among 
cities  on  the  basis  of  miles  of  highway  routes  found  therein.  This, 
in  effect,  meets  the  cost  of  highways  through  cities  from  the  gaso- 
line tax,  assuming  that  the  total  receipts  equal  the  highway  fund, 
and  are  allocated  to  it.  Some  standard  of  ""  mile  "  would  have  to  be 
adopted,  say  a  slab  width  of  eighteen  feet.  In  a  city,  then,  the  cost 
of  any  additional  width  could  be  met  from  special  assessments  or  in 
any  manner  determined  to  be  just  by  the  board  of  local  improve- 
ments. It  would  also  make  the  fund  flexible  in  the  hands  of  the 
board,  to  be  used  where  it  thought  most  desirable,  as  for  trafiic 
regulation  or  for  those  arteries  where  heavy  traffic  necessitates  ab- 
normal construction  and  maintenance  costs. 

The  use  of  the  fee  and  gasoline  tax  takes  cognizance  only  of  the 
commercial  motor  vehicle  as  any  other  motor  vehicle ;  it  does  not 
recognize  it  as  a  business  entity  and  as  such  subject  to  taxation. 
The  real  problem  of  taxation  of  the  commercial  motor  carrier,  in 
distinction  from  other  motor  carriers,  lies  in  the  amount  of  taxes  to 
be  levied  upon  it  as  a  business,  and  in  the  method  of  levy.  Com- 
mercial motor  transportation  is  a  business  ju.st  as  is  the  business  of 
manufacturing,  farming  or  merchandizing,  and  should  be  called 
upon  to  contribute  its  share  to  the  general  revenue  fund.  The  first 
problem   is   to  decide   how   much    this   shall    be   in   addition   to   the 
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amount  already  i)aid  in  fees,  property  and  gasoline  taxes.  These 
payments  must  be  considered  as  having  been  made  for  the  common 
good,  for  there  can  be  no  other  justification  for  the  construction, 
maintenance  and  operation  of  highways. 

One  rule  of  taxation  is  to  levy  a  uniform  burden  upon  competi- 
tive business.  If,  through  some  action  of  the  government,  under- 
taken for  the  public  welfare,  a  particular  business  receives  some 
advantage  not  enjoyed  by  its  competitors,  then  there  is  an  unwar- 
ranted subsidy.  Justice  would  dictate  the  reasonableness  of  a  tax 
sufficient  to  offset  this  unintentional  subsidy.  Under  this  reasoning, 
then,  the  government  should  levy  a  charge  upon  commercial  motor 
carriers  equal  to  the  tax  burden  upon  competitors  plus  an  amount 
to  offset  the  sul)sidy  existing  from  public  highway  construction  and 
maintenance.  If  the  gasoline  tax.  plus  other  payments  to  the  gov- 
ernment, does  not  equal  this,  then  some  additional  levy  should  be 
made. 

There  may  be  some  question  as  how  accurately  to  measure  the 
value  of  the  subsidy.  One  method  is  to  make  a  direct  comparison 
with  the  business  with  which  the  motor  carriers  are  the  most  ob- 
vious competitors,  the  railroads.  The  railroads  own  their  right  of 
way  and  trackage,  and  must  provide  for  their  maintenance.  It  is 
in  this  aspect  of  the  businesses  that  the  highway  subsidy  favors  the 
one  competitor,  the  motor  carrier.  To  equalize  conditions,  then,  the 
government  should  impose  upon  motor  carriers  a  total  burden  equal 
tr  the  taxes  upon  railroads  plus  the  carrying  and  maintenance  charge 
upon  their  right  of  way  and  trackage. 

In  the  light  of  such  a  conckision.  a  comparison  of  the  present 
burden  upon  the  two  types  of  transportation  will  be  of  interest. 
.Sufficient  data  are  available  to  secure  fairly  accurate  results.  For 
the  past  three  years  the  taxes  paid  by  Class  I  railroads  averaged 
about  $385,000,000  a  year.  On  a  5%  basis  the  carrying  charge  on 
the  book  investment  in  roadway  and  structures  is  about  $975,000.- 
000;  the  expenses  of  maintenance  of  way  and  structures  is  about 
$858,000,000.1  The  total  annual  cost  to  the  railroads  arising  from 
taxes  and  the  provision  for  necessary  roadways  and  structures  is 
something  like  §2.218.000.000.  The  total  gross  operating  revenue 
in  1928  was  about  $6,105,208,000.  Thus  the  costs  calculated  above 
represent  more  than  35%  of  the  total  gross  operating  revenue. 

From  calculations  made  by  the  National  Motor  Bus  Division  of 
the  American  Automobile  Association.-  the  gross  revenue  from  all 

1  The  inclusion  of  structures,  such  as  station  houses,  in  the  above  figures, 
destroys  somewhat  the  accuracy  of  the  comparison,  because  these  are  not 
provided  for  the  motor  carriers.  Their  comparative  importance,  however,  is 
small,  and  even  if  calculations  for  these  could  be  obtained  and  subtracted 
from  the  total,  the  result  would  not  be  very  different. 

-  Bus  Facts  for  iq3g.  p.  ;. 
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cummon-carrier  buses  for  1929  was  $366,000,000.  The  total  taxes 
paid  were  $22,000,000,  or  slightly  more  than  69^  of  the  gross  re- 
ceipts. The  same  organization  has  calculated  the  average  gross 
receipts  for  a  three-ton  common-carrier  truck  to  be  $15,000.  the 
average  gasoline  tax  $162.22,  and  the  average  license  for  a  truck 
with  pneumatic  tires,  $210.90.  If  we  assume  other  charges  by  the 
governmental  units  to  bring  the  total  tax  payment  to  $450,  then  the 
taxes  equal  3%  of  the  gross  receipts. 

It  appears,  from  these  calculations,  if  the  purpose  be  to  equalize 
competitive  conditions  between  the  railways  and  the  motor  carriers, 
that  the  charge  made  by  the  government  upon  motor  carriers  should 
be  much  higher  than  at  present.  It  may  be  fair  to  inquire,  however, 
as  to  the  justice  of  saddling  upon  the  gross  receipts  of  motor  car- 
riers a  carrying  and  maintenance  charge  equal  to  that  borne  by  the 
railroads  when  such  a  charge  which  can  be  ascribed  to  highways 
used  by  them  is  much  smaller.  We  do  not  penalize  one  railroad 
just  because  it  has  some  natural  advantage  in  its  right  of  way,  and 
the  contention  has  merit  that  one  transportation  agency  should  not 
be  penalized  just  because  it  chances  to  have  access  to  some  natural 
advantage  not  possessed  by  others.  Any  charge,  then,  in  addition 
to  a  tax  burden  comparable  to  that  upon  competitors,  should  no  more 
than  equal  the  carrying  and  maintenance  charge  upon  that  portion 
of  the  highways  which  can  properly  be  allocated  to  commercial 
carriers.  There  is  only  one  type  of  data  available  upon  which  any 
allocation  can  be  made,  and  that  is  number  of  vehicles.  Of  the 
total  number  of  vehicles  registered,  about  1/25  were  buses  and 
trucks  for  hire.  On  this  basis,  then,  about  25,000  miles  of  the 
625,000  miles  of  improved  highways  could  be  properly  allocated  to 
commercial  carriers.  The  carrying  charge  upon  this  on  a  5%  basis, 
calculating  the  cost  per  mile  at  $30,000,  is  $37,500,000  per  year. 
The  present  average  annual  maintenance  charge  of  state  highways 
is  about  $1200  per  mile.  For  the  25,000  miles  allocated  to  commer- 
cial carriers  this  would  be  $30,000,000,  or  a  total  carrying  and 
maintenance  charge  of  $67,500,000.  Practically  one-half  of  the  car- 
riers for  hire  are  buses,  so,  on  the  basis  of  numbers.  $33.750.(X)0 
would  be  the  share  of  the  charge  which  should  be  borne  by  them. 
This  represents  about  lOT-r  of  their  gross  receipts.  The  total  taxes 
upon  railroads  are  about  6%  of  their  gross  receipts.  On  this  basis, 
then,  the  exaction  of  the  government  from  motor  carriers  would 
not  be  unreasonable  unless  it  exceeded  this  6%  plus  10%,  the  carry- 
ing and  maintenance  charge  upon  that  portion  of  the  highways  allo- 
cated to  commercial  carriers,  or  a  total  of  16%  of  their  gross 
receipts. 

Granted  that  either  of  these  methods  of  calculation  be  adopted, 
and  that  the  returns  from  the  commercial  motor  business  warrants 
a  charge  in  addition  to  what  it  now  pays,  the  method  of  levy  be- 
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comes  important.    The  following  table  indicates  the  methods  already 
used  in  levying  taxes  upon  buses  and  trucks  as  a  business. 

Methods  Used  in  Taxing  Commekciai.  Motor 
Tkansi'oktation  as  a  Business 


Alabama 

Bus — 3%  of  gross  income 

Arizona 

Bus — 2%  of  gross  income 
Truck — 2]/!%  of  gross  income 

Arkansas 

Bus — $2.50  per  passenger  capac. 

California 

Bus — 4/^%  of  gross  receipts 
Truck — 5%  of  gross  receipts 

Colorado 

Bus — I  mill  per  passenger  mile 
Truck — 5  mills  per  ton  mile 

Connecticut 

Bus — 3%  on  gross  receipts 


Delaware 

Bus — seating  capacity — gross  re-       Montana 


.Maryland 

Bus — fee  based  on  passenger 

miles 
Truck — fee  based  on  ton  miles 

Massachusetts 

Bus — $1.20   per  seat   to  6;  $1.50 
more   than  6 

Michigan 
None 

Minnesota 
None 

.Mississippi 

Bus — county    taxes    on    seat    and 
mileage 

Missouri 

Bus — $10  per  seat 


ceipts 

Florida 

Bus — seating  capacity 

Georgia 
None 

Idaho 

Bus      \  1%   of  gross  income 
Truck]       (after  January) 

Illinois 
None 

Indiana 

Bus — seating  capacity 

Iowa 

Bus      1  T/         ^  .  1 

T       W  l^  ^^       '■'^''      '" 

Kansas 

Bus — passenger  capacity 
Truck — ton  capacity 

Kentucky 

Bus — $1.50  to  $15  per  passenger 
seat  —  tax  on  capitalized 
net  earnings 

Louisiana 

„  1    I   million   or  more   gross 

,,.'''^  ,    \       income,     $4,000 ;     less 
^■■"'^M       than  $750,  $5. 

Maine 
None 


None 

Nebraska 
None 

Nevada 

Bus — $10  per  passenger  capacity 
Truck — $40  per  .ton  capacity 

New  Hampshire 
None 

New  Jersey 

Bus — gross  receipts 

New  Mexico 

Bus — passenger  mile — /4c.  to  2c. 
Truck — ton  capacity  mile  —  Vi,^. 
to  3c. 

New  York 

Bus      \ /<2  of  1%  of  gross  earn- 
Truck  i      ings 

North  Carolina 

Bus — $5  per  seat 

regular  termini  operators, 
6%  on  gross  receipts; 
state  income  tax 

North  D..kota 

Bus — $ passenger  capacity 

Ohio 

Bus — passenger  capacity 
Truck — ton  capacity 
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C  (klahoina 

i')us — mile — seating  cajjacity  3 
mills  to  15  mills 

Iruck — 7^  cent  per  mile  trav- 
eled— capacity 
< )regon 

Has — J._>  mill  per  passenger-mile 

frujk — I   mill  per  ton  mile 
iVnnsylvania 

Hus — seating  capacitj- 
kliode   Island 

None 
South  Carolina 

Bus — gross   receipts 

Truck — ton   capacity 

lennessee 

Bus — passenger  capacity  to  $750 
Truck — capacity 

L'tah 

Bus — 2J/2    mills    per   passenger 

mile 
Truck — 73    of    I    cent    tax    per 
ton   mile 


X'ermont 
None 

\'irginia 

Bus — 1/50  to  1/30  of  I  cent  per 
seat  mile;  i/io  of  1%  of 
gross  receipts 

Washington 

Bus — $3  per  passenger  capacity 
Truck — 50c.    for    each    100    lb. 
capacity 

West   \  irginia 

Bus — 1/15  of  I  cent  per  seat  mile 
Truck — J/4    to    J/^    of    I    cent   per 
ton  capacity 

Wisconsin 

Bus — l/io    of    I    cent    per    pas- 
senger mile 
Iruck — -k  of  I  cent  per  ton  mile 

Wyoming 
None 


Tile  methods  most  in  favor  arc  levies  upon  gross  earnings  and 
upon  passenger  and  ton  miles.  An  examination  of  the  possible 
methods  leads  one  to  conclude  that,  from  the  standpoints  of  justice 
and  adiuinistration  the  tax  on  gross  earnings  is  the  most  desirable. 
It  can  easily  he  adjusted  to  make  the  variable  element  in  arriving 
at  the  total  tax  burden.  Calculations  can  be  made  from  reports  re- 
quired to  be  furnished  at  the  time  ai)i)lication  is  made  for  a  license. 
Accuracy  of  reports  can  be  approximated  by  provision  for  revoca- 
tion of  license  should  any  discrepancies  occur,  while  to  keep  a  record 
of  gross  receipts  imposes  no  ap])reciab!e  burden  upon  the  operator. 

The  levy  upon  commercial  motor  carriers  under  this  plan.  then, 
would  consist  of  three  parts.  First,  a  fee  payment  to  secure  what- 
ever regulatory  features  may  l)e  deemed  necessary.  Second,  a  tax 
upon  the  consumption  of  gasoline  at  the  same  rate  as  the  tax  levied 
upon  motorists  in  general.  Third,  a  business  tax  upon  gross  earn- 
ings. This  will  be  a  variable  tax.  to  approach  the  difference  be- 
tween the  total  of  other  payments  made  to  the  government  and  the 
tax  paid  by  railroads  plus  their  carrying  and  maintenance  charge, 
or  plus  the  carrying  and  maintenance  charge  on  the  highways  allo- 
cated to  commercial  motor  carriers.  Because  of  the  wide  differ- 
ence in  construction  and  maintenance  costs  in  the  different  states 
this  would  be  far  from  uniform. 

In  the  end,  however,  the  fact  remains  that  the  only  justification 
for  the  commercial  motor  carrier  is  public  convenience  and/or 
necessity.    If  the  levy  of  any  tax  imposes  a  l)inxlen  to  such  an  extent 
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that  it  can  he  shown  that  it  seriously  interferes  with  this  public 
convenience  and/or  necessity,  then  adjustments  in  taxes  must  he 
made  on  that  basis.  With  this  in  mind,  it  may  be  well  to  inquire 
what  effect  a  tax  such  as  would  result  in  either  of  the  above  cases 
would  have  upon  commercal  motor  transportation. 

Stati-stics  of  operation,  as  yet.  are  meagre.  The  American  .\uto- 
mobile  Association,  however,  has  collected  data  from  one  hundred 
bus-operating  companies,  the  results  of  which  may  be  indicative  of 
the  situation  in  general.  One-half  of  these  were  engaged  in  inter- 
citv  operations,  and  for  our  purposes  only  these  will  be  considered. 
In  general,  the  com])anies  with  the  larger  operating  revenue  are  the 
most  successful,  therefore  the  conclusions  from  the  data  at  hand  are 
for  the  more  successful  operators.  The  data  also  show  that,  in  gen- 
eral, the  companies  with  the  longer  route  of  operation  are  the  more 
successful.  It  may  be  inferred,  then,  that  the  companies  whose  data 
are  not  included  in  the  calculations  are  the  less  successful  ones,  and 
that  the  conclusions,  therefore,  are  those  most  favorable  to  bus 
operators. 

The  calculations  .show  that,  of  those  companies  which  had  a  protit 
in  1928.  the  operating  ratio,  that  is  the  percentage  of  operating  ex- 
pense to  operating  revenue,  was  about  82.907^.  This  was  before 
taxes  and  fees  were  deducted.  The  percentage  of  all  taxes  paid  to 
operating  revenue  was  6.72%.  This  added  to  other  operating  ex- 
pense, makes  a  total  of  89.91 7f.  A  little  more  than  10%,  then,  of 
the  total  operating  revenue  is  left  to  go  to  net  earnings  as  a  return 
on  the  investment.  This  amount  represents  a  return  of  about  20% 
upon  the  investment  in  these  companies. 

The  result  is  different,  however,  if  both  successful  and  unsuccess- 
ful companies  are  taken  into  the  calculation.  The  ratio  of  operating 
expense  to  operating  revenue,  before  the  deduction  of  taxes,  was 
$89.48.  The  total  taxes  were  8.66%  of  total  operating  revenue. 
Here,  then,  a  total  of  98.14%  of  the  total  revenue  was  consumed  in 
operating  costs  and  taxes,  w^iich  left  a  little  less  than  2%  avail- 
able as  net  earnings.  This,  on  the  investment,  made  a  return  of 
about  3%. 

If  we  consider  only  those  companies  operating  at  a  profit,  it  took 
2.6%  of  the  operating  revenue  to  produce  a  net  return  of  5^%,  the 
return  allowed  to  railroads  on  the  investment.  On  this  basis,  then, 
for  companies  operating  at  a  profit,  the  tax  might  be  increased  from 
the  present  6.72%  of  gross  receipts  to  about  14%,  but  to  go  above 
this  would  impair  the  return  of  5j^%. 

From  these  figures,  if  the  sample  fairly  indicates  the  condition 
of  commercial  motor  carriers  in  general,  the  contention  that  the 
use  of  the  highways  by  commercial  motor  carriers  must  find  its 
justification  in  public  convenience  and/or  necessity  becomes  ob- 
vious.    In  many  cases,  it  is  a  service  for  which  the  public  must  be 
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prepared  to  pay,  to  some  extent,  at  least,  through  the  provision  for 

the  construction  and  maintenance  of  the  highway. 

Virgil  Gibbs 
S.  F.  Wetzler 
M.  H.  Hunter,  Chairman 

[The  minority  report  prepared  by  Mr.  Baldwin  and  agreed  to  by  Mr. 
Samish  was  read  by  Mr.  Nelson  B.  Todd  immediately  after  the  presentation 
of  the  committee  report  by  Mr.  Gibbs.  Some  time  after  the  adjournment  of 
the  conference  the  secretary  received  a  statement  from  Professor  Hunt  in 
which  he  disagrees,  in  part,  with  the  report  prepared  by  Professor  Hunter, 
chairman  of  the  committee. 

In  deference  to  Professor  Hunter,  and  following  strictly  the  procedure  in 
such  matters,  the  secretary  possibly  should  not  incorporate  the  dissenting 
statements  in  the  committee  report,  but  for  the  convenience  of  the  readers  of 
the  Proceedings,  is  treating  the  dissenting  statements  as  a  part  of  the  com- 
mittee report. — Secretary.] 

MINORITY  REPORT 

I  cannot  agree  with  the  major  premises,  conclusions  and  theories 
advanced  by  Professor  Hunter  in  the  report  he  has  written  on 
"  The  Taxation  of  Commercial  Motor  Transportation." 

As  a  shipper,  dependent  upon  good  transportation  service,  the 
motor  vehicle  has  become  important  and  almost  indispensable  to  my 
business.  Perhaps  I  should  frankly  state  at  the  beginning  that  Pro- 
fessor Plunter's  report  contains  many  premises  and  arguments  which 
seem  strikingly  similar  to  statements  which  have  frequently  ema- 
nated from  railroad  officials  in  the  past  about  the  desirability  of 
greatly  increasing  the  taxes  of  motor  vehicles,  which  are  handling 
traffic,  some  of  which  once  went  by  rail. 

.At  the  outset  I  also  wish  to  take  exception  to  statements  of  fact, 
many  of  which  are  inaccurate  according  to  my  information. 

The  general  theory  of  the  Hunter  report  is  that  the  Government 
is,  in  one  way  or  another,  subsidizing  motor  transportation,  and  that 
motor  vehicles  are  accordingly  taking  bvtsiness  away  from  the  rail- 
roads. To  remedy  this  condition,  Professor  Hunter  suggests  that 
trucks  and  buses,  which  he  says  pay  now  in  taxes  3  to  6  per  cent  of 
their  gross  income,  pay  14  to  16  per  cent.  I  object  to  the  theory 
that  it  is  the  function  of  the  Government  to  attempt  to  equalize 
competition  between  like  industries.  Furthermore.  I  believe  any 
consideration  of  this  theory  is  wholly  irrelevant  to  the  committee's 
report. 

H  we  were  to  consider  this  theory  at  all — dangerous  as  it  seems 
to  me  —  Professor  Hunter  has  failed  to  draw  the  analogy  which 
exists  in  fact  between  the  motor  and  railroad  industries. 

Several  hundred  railroads  give  regular  freight  and  passenger  ser- 
vice at  fixed  rates  over  fixed  routes  daily,  accepting  business  from 
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all.  The  motor  industry  is  a  greatly  diversified,  personal  service 
agency,  and  is  largely  owned  directly  by  the  person  or  business 
using  the  vehicle.  Passenger  and  freight  services  are  given  by  dif- 
ferent vehicles  by  different  ownership.  The  former  includes  93,000 
buses  and  over  21,000.000  automobiles.  Approximately  one-half  of 
the  buses  are  common  carriers,  and  these  are  the  only  vehicles  com- 
parable in  any  considerable  degree  with  the  railroads.  Incidentally, 
Professor  Hunter's  report  is  largely  based  on  bus  data,  which  is 
loosely  applied  to  all  "  business  vehicles." 

The  21,000,000  passenger  automobiles  are  mostly  privately  owned, 
yet  according  to  estimates  by  the  National  Automobile  Chamber  of 
Commerce  are  used  60%  for  business  purposes. 

Freight  is  carried  by  3,000,000  trucks.  These  are  owned  by  over 
2,000,000  individuals  and  concerns,  mostly  as  closely  related  tools  of 
the  business  of  the  owner.  Not  over  2%  operate  over  regular  routes, 
offering  to  carry  goods  at  regular  rates,  and  none  of  them  offer  to 
carry,  as  does  a  railroad,  everything  for  everybody.  About  77f,  in 
which  the  2%  just  mentioned  is  included,  are  in  the  trucking  busi- 
ness for  hire,  and  11%  operate  under  contract  with  shippers,  carry- 
ing only  the  goods  of  one  or  a  few.  Accordingly  there  is  little  if 
any  similarity  between  the  business  of  the  railroads  and  the  use  of 
motor  vehicles,  even  if  the  facts  are  that  the  use  of  the  latter  affects 
the  former. 

Railroad  executives  for  some  years  not  only  subscribed  to  but 
earnestly  advocated  the  theory  advanced  by  Professor  Hunter,  that 
the  use  of  motor  vehicles  for  business  purposes  should  be  repressed, 
through  taxation  or  regulation,  because  of  public  investment  in 
Iiighways,  which,  according  to  their  thinking,  enables  truck  and  bus 
carriers  to  compete  unfairly  w-ith  the  railroads. 

Since  the  investigation  conducted  by  the  Interstate  Commerce 
Commission  under  Docket  18,300,  in  1926.  there  has  been  a  con- 
siderable change  in  the  thinking  of  rail  executives  who  have  studied 
the  report  and  conclusions  arrived  at  by  the  commission.  Typical 
of  the  new  viewpoint  is  the  address  made  by  A.  L.  Janes,  Assistant 
General  Counsel,  Great  Northern  Railroad,  before  the  third  annual 
meeting  of  the  National  Motor  Bus  Division  of  the  American  Auto- 
mobile Association,  at  Buffalo,  New  York,  on  July  1st.  Mr.  Janes 
said  in  part: 

"  To  what  extent  the  commission  should  consider  the  effect 
upon  forms  of  transportation,  other  than  highway  transpor- 
tation, which  must  be  railroad  transportation,  is  a  matter  of 
serious  doubt.  My  own  personal  opinion  is  that  highway  trans- 
portation should  stand  alone ;  that  the  commission  should  only 
consider  in  granting  a  certificate  the  eff'ect  upon  highway  trans- 
portation and  not  consider  the  eft"ect  upon  rail  transportation. 

31 


482  NATlUNAL  TAX  ASSOCIATION 

The  two  forms  of  transportation  are  dissimilar.  The  service 
wliich  they  render  to  the  public  is  not  the  same.  The  mere  fact 
that  the  establishment  of  a  bus  line  must  cause  a  slight  loss  in 
the  revenue  of  the  railroad  company  should  not  be  a  reason  to 
deny  an  application  which  otherwise  would  be  granted.  The 
most  important  factor  which  the  commission  should  consider  is 
the  demand  and  desire  for  highway  transportation  and  not  the 
remote  possible  ill  effect  upon  a  rail  carrier.  It  is  possible  that 
in  an  exceptional  case  a  bus  operation  might  destroy  an  essen- 
tal  rail  operation.  However,  such  a  case  is  difficult  to  conceive 
of.  It  is  an  illustraton  easy  to  give  and  frequently  given  by 
railroads,  but  very  difficult  to  prove.  If  there  be  such  a  rail- 
road, its  days  are  numbered.  It  has  been  the  common  practice 
of  the  railroads  to  state  that  the  tremendous  decrease  in  pas- 
senger business  has  been  produced  by  the  common-carrier  bus. 
A  very  limited  investigation  of  the  facts  on  the  part  of  the 
railroads  would  establish  the  fact  that  this  is  not  a  true  state- 
ment." 

Mr.  Janes  disagrees  entirely  with  the  Hunter  theory  of  taxation 
of  motor  vehicles  used  for  business  purposes.     He  said  at  Buffalo : 

■  The  question  of  taxation  is  most  important.  You,  as  bus 
operators,  must  pay  a  tax  upon  the  value  of  your  property  used 
in  a  state  equal  to  the  personal  property  tax  paid  on  other 
property  in  that  state.  In  addition  to  that  tax  you  must  pay  a 
charge  for  the  use  of  the  highways,  not  a  use  charge  sufficient 
to  ruin  your  business,  nor  one  equivalent  and  equal  to  the  taxes 
necessarily  i)aid  by  a  railroad,  as  advocated  prominently  In- 
some  railroad  journals,  but  a  tax  that  bears  a  fair  relation  to 
the  total  use  of  the  highway  by  all  the  vehicles  thereon.  This 
tax  may  be  less  or  it  may  be  greater  than  that  imposed  on  the 
railroad  company.  There  is  no  relation  between  a  tax  paid  by 
a  railroad  company  and  what  may  be  a  fair  tax  imposed  on  a 
bus  company.  The  vehicles  using  the  highway  should  pay  for 
the  cost  of  that  highway  and  should  pay  for  the  upkeep  of  the 
highway.  This  does  not  mean  that  the  common-carrier  veh- 
icles should  solely  bear  that  expense.  It  does  not  mean  that 
pleasure  vehicles  should  pay  a  less  tax  than  business  vehicles. 
It  is  difficult  to  draw  a  line  between  a  business  vehicle  and  a 
non-business  vehicle.  A  bus  rider  may  be  engaged  in  a  busi- 
ness trip  or  may  be  traveling  solely  for  pleasure.  A  private 
automobile  owner  may  be  traveling  for  pleasure  or  for  busi- 
ness. A  proper  tax  is  not  a  tax  based  upon  the  character  of  use 
to  which  the  highway  is  placed  but  is  a  tax  which  will  divide 
the  cost  of  upkeep  of  the  highway  equitably  among  all  the  users 
thereof,  regardless  of  the  character  of  the  business  transported 
on  the  hisjhwav." 
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Professor  Hunter  advocates  that  "  business  vehicles  "  be  charged 
14  to  16  per  cent  of  their  gross,  but  he  does  not  define  the  term  nor 
does  he  indicate  any  practical  method  of  isolating  business  use  of 
such  vehicles  for  tax  purposes.  Except  in  the  case  of  buses,  the 
state  governments  are  in  continual  difficulty  in  attempting  to  meas- 
ure and  assess  such  business  use.  The  time  will  come,  and  mav  be 
at  hand,  when  commercial  motor  transportation  may  have  sufficiently 
developed  to  justify  taxation  methods  more  exact  in  their  measure- 
ment of  road  use.  or  of  business  benefit,  if  the  latter  theory  is  ten- 
able. I  submit,  however,  that  the  subject  of  motor-vehicle  taxation 
is  too  complex,  and  the  theories  of  various  interests  affected  by  it 
too  controversial,  for  the  National  Tax  Association  to  go  on  record 
at  this  time  as  approving  Professor  Hunter's  viewpoint  as  expressed 
in  this  report.  1  suggest  that  the  report  be  placed  on  file  and  that 
the  work  of  the  committee  be  continued,  and  its  personnel  enlarged 
to  represent  all  fields  of  thought. 

Attached  is  a  summation  of  exceptions  to  statements  contained 
in  the  Hunter  report. 

Mr.  Arthur  Samish  joins  with  me  in  the  views  above  expressed. 

Respectfully  submitted. 

C.   B.   Baldwix. 

EXCICPTIOXS 

Under  the  heading.  "■  Proposal  to  Levy  a  Uniform  Burden  upon 
Competitive  Business."  Professor  Hunter  says; 

■'  Under  this  reasoning,  then,  the  Government  should  levy  a 
charge  upon  commercial  motor  carriers  equal  to  the  tax  burden 
upon  competitors,  plus  an  amount  to  offset  the  subsidy  existing 
from  public  highway  construction  and  maintenance.  If  the 
gasoline  tax,  pins  other  payments  to  the  Government,  does  not 
equal  this,  then  some  additional  levy  should  be  made. 

There  may  be  some  question  as  how  accurately  to  measure 
the  value  of  the  subsidy.  One  method  is  to  make  a  direct  com- 
parison with  the  business  with  which  the  motor  carriers  are  the 
most  obvious  competitors,  the  railroads.  The  railroads  own 
their  right  of  way  and  trackage,  and  must  provide  for  their 
maintenance.  It  is  in  this  aspect  of  the  businesses  that  the 
highway  subsidy  favors  the  one  competitor,  the  motor  carrier. 
To  equalize  conditions,  then,  the  Government  should  impose 
upon  motor  carriers  a  total  burden  equal  to  the  taxes  upon  rail- 
roads plus  the  carrying  and  maintenance  charge  upon  their 
right  of  way  and  trackage." 

The  railroads  own  or  control,  or.  in  other  words,  have  the  exclu- 
sive  use  of   tlie   rights  of    way   over    whicli   the    railroad   operates. 
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whereas  the  commercial  vehicle  has  no  more  right  to  the  highway 
than  its  competitor,  including  the  railroad,  if  it  sees  fit  to  operate 
over  the  highway.  The  business  handled  by  the  motor  truck  is  in 
no  way  comparable  with  that  handled  by  the  railroad.  For  example, 
a  five-ton  truck  with  two  men,  or  possibly  a  five-ton  truck  with 
trailer  and  three  men,  would  represent  the  maximum  unit  moving 
at  one  time,  whereas  the  railroad  could  move  a  train  of  75  cars 
loaded  with  30  to  50  tons  each,  with  three  men  beside  the  engineer 
and  fireman  as  a  unit  at  one  time,  and  the  cost  would  be  but  a  frac- 
tion of  the  cost  of  the  motor-truck  haul.  To  assess  taxes  in  the 
same  proportion,  therefore,  would  be  grossly  unfair. 

There  are  some  who  feel  that  the  taxes  borne  by  the  railroads  are 
unduly  burdensome,  and  if  such  is  the  case  nothing  could  be  gained 
in  the  long  run  by  placing  an  unjust  tax  on  a  competitive  transpor- 
tation agency  so  important  and  necessary  to  industry  as  the  motor 
truck  is  today. 

Under  the  heading,  "  Tax  to  be  Assessed.'"  Professor  Hunter 
says : 

■'  From  calculations  made  by  the  National  ]\lotor  Bus  Divi- 
sion of  the  American  Automobile  Association,  the  gross  rev- 
enue from  all  common-carrier  buses  for  1929  was  $366,000,000. 
The  total  taxes  paid  were  $22,000,000,  or  slightly  more  than  6% 
of  the  gross  receipts.  The  same  organization  has  calculated 
the  average  gross  receipts  for  a  three-ton  common  carrier  truck 
to  be  $15,000,  the  average  gasoline  tax  $162.22,  and  the  average 
license  for  a  truck  with  pneumatic  tires.  $210.00.  If  we  assume 
other  charges  by  the  governmental  units  to  bring  the  total  tax 
payment  to  $450  then  the  taxes  equal  3%  of  the  gross  receipts. 

There  is  only  one  type  of  data  available  upon  which  any 
allocation  can  be  made,  and  that  is  number  of  vehicles.  Of  the 
total  number  of  vehicles  registered,  about  1/25  were  buses  and 
trucks  for  hire.  On  this  basis,  then,  about  25.000  miles  of  the 
625,000  miles  of  improved  highways  could  be  properly  allocated 
to  commercial  carriers.  The  carrying  charge  upon  this,  on  a 
y/c  basis,  calculating  the  cost  per  mile  at  $30,000,  is  $37,500,000 
per  year.  The  present  average  annual  maintenance  charge  of 
state  highways  is  about  $1200  per  mile.  For  the  25.000  miles 
allocated  to  commercial  carriers  this  would  be  $30,000,000,  or  a 
total  carrying  and  maintenance  charge  of  $67,500,000.  Practi- 
cally one-half  of  the  carriers  for  hire  are  buses,  so,  on  the  basis 
of  numbers,  $33,750,000  would  be  the  share  of  the  charge  which 
should  be  borne  by  them.  This  represents  about  10?f  of  their 
gross  receipts.  The  total  taxes  upon  railroads  are  about  6%  of 
their  gross  receipts.  On  this  basis,  then,  the  exaction  of  the 
Government  from  motor  carriers  would  not  I)e  unreasonable 
unless  it  exceeded  this  b'^'f   plus   lO^v.  the  carrying  and  main- 
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tcnance  cliarge  upon  tliat  ])ortion  of  the  higliways  allocated  to 
commercial  carriers,  or  a  total  of  16%  of  their  gross  receipts." 

A  tax  of  16%'  of  the  gross  receipts  would  in  all  probability  force 
the  majority  of  commercial  motor-truck  carriers  into  bankruptcy, 
due  to  the  fact  that  the  margin  of  profit  is  seldom  in  excess  of  5%, 
and  more  likely  to  be  less  than  3%.  As  to  the  tax  upon  the  industry 
owning  the  truck,  no  better  way  could  be  found,  in  my  opinion,  to 
hamper  the  free  movement  of  goods,  and  create  congestion,  for  it 
is  almost  certain  that  to  many  concerns  this  increased  burden  would 
make  the  operation  of  trucks  prohibitive. 

Under  the  heading,  '"  Justice  and  Desirability  of  'Tax."  Professor 
Hunter  says : 

■■  An  examination  of  the  possible  methods  leads  one  to  con- 
clude that,  from  the  standpoint  of  justice  and  administration, 
the  tax  on  gross  earnings  is  the  most  desirable." 

No  tax  which  is  burdensome  or  unfair  is  desirable  to  the  party 
paying"  the  tax.  No  doubt  the  railroads,  which  suffer  most  from 
motor-truck  competition,  would  find  the  tax  "  most  desirable." 

Under  the  heading,  "  Public  Convenience  and  Necessity."  Pro- 
fessor Hunter  says : 

"  In  the  end,  however,  the  fact  remains  that  the  only  justifi- 
cation for  the  commercial  motor  carrier  is  public  convenience 
and  necessity." 

This  statement  is  likely  to  be  misunderstood.  The  "  necessity  " 
or  benefit  to  the  community  would  depend  more  or  less  on  the  value 
of  the  industry  to  the  locality.  H  with  the  use  of  motor  trucks  new 
markets  can  be  developed  and  business  generally  stimulated,  result- 
ing in  greater  prosperity  to  those  employed  by  the  industry,  it  would 
seem  as  if  the  vise  of  motor  trucks  should  be  encouraged.  H,  on 
the  other  hand,  because  of  unjust  laws  or  burdensome  taxation, 
motor  trucks  cannot  be  used  to  advantage,  and  the  industry  is  forced 
to  suspend,  due  to  ruinous  competition,  then,  regardless  of  "  public 
convenience  and  necessity,"  there  is  a  real  need  for  the  commercial 
motor-truck  carrier. 

STATEMENT  SUBMITTED  BY  MR.  HUNT 

In  venturing  to  state  my  reasons  for  not  signing  the  majority 
report  I  wish  to  make  it  perfectly  clear  that  I  am  disagreeing  more 
with  the  implication  and  details  of  that  report,  rather  than  with  any 
of  the  general  principles. 

In  the  first  place,  the  purpose  of  a  license  fee  on  any  motor 
vehicle  is  for  other  than  regulatory  measures  and  for  administration 
purposes,  as  is  stated  in  the  majority  report. 
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It  is  well  established  by  engineering  research  that  a  tax  on  gaso- 
line is  in  itself  incomplete  as  a  measure  of  highway  use  and  that  a 
license  "  fee  "  based  on  weight  is  needed  as  a  correction  to  the 
gasoline  tax.  Therefore  I  cannot  agree  that  any  surplus  above  the 
cost  of  administering  license  privilege  "  should  be  incidental  rather 
than  predetermined."  It  should  be  definitely  predetermined  so  as  to 
counterbalance  the  distinctive  effect  of  vehicles  of  the  heavier 
weights. 

In  the  second  place,  the  majority  report  places  too  much  emphasis 
on  the  use  of  the  taxing  power  to  equalize  competition.  While  at 
the  outset  of  the  comparison  between  railroad  and  motor  carriers  it 
is  stated  that  the  comparison  is  to  be  taken  only  as  a  guide  and  not 
as  a  statement  of  what  is  desirable,  later  on  the  assumption  is  ap- 
parently forgotten,  for  at  the  conclusion  of  the  comparison  it  is 
stated  that  "  the  railroads  maintain  their  own  right  of  way  and  that 
if  the  commercial  vehicles  did  the  same  it  would  equal  about  10% 
of  their  gross  receipts."  "  The  total  taxes  upon  railroads  are  about 
6%  of  their  gross  receipts.  On  this  basis,  then,  the  exaction  of  the 
government  from  motor  carriers  would  not  be  unreasonable  unless 
it  exceeded  this  6%  plus  10%.  the  carrying  and  maintenance  charge 
upon  that  portion  of  the  highways  allocated  to  commercial,  carriers, 
or  a  total  of  16%  of  their  gross  receipts. 

It  is  generally  conceded  that  it  is  not  the  function  of  a  tax  to 
equalize  competition.  What  is  a  fair  burden  for  the  railroad  may 
be  too  high  or  too  low  for  motor  carriers.  Comparisons  of  the  type 
under  discussion  may  be  of  value  for  other  purposes  but  not  for  the 
purpose  of  determining  the  amount  a  given  subject  of  taxation  can 
bear. 

In  the  third  place,  while  I  approve  the  tax  on  gross  receipts.  I  do 
not  defend  it  on  the  grounds  given  in  the  majority  report.  A  busi- 
ness tax  is  in  theory  a  tax  levied  on  a  business  as  such,  and  the 
proceeds  therefrom  are  for  the  general  functions  of  government, 
not  a  payment  for  special  ])rivilege  or  service,  such  as  roads  and 
rights  to  operate. 

This  tax,  while  it  may  vary  from  state  to  state,  ought  to  be  some- 
what uniform  on  all  busines.ses  within  the  state,  in  so  far  as  their 
tax-paying  ability  is  similar.  Under  no  circumstances  should  such 
a  tax  be  used  for  special  purposes.  All  payments  for  special  privi- 
lege have  presumably  been  covered  by  gasoline  and  license  taxes. 

In  summary,  then,  it  is  the  contention  of  this  rej)ort  that  com- 
mercial motor  transportation  should  be  subject  to  three  taxes: 

Firs'.     The  gasoline  tax  as  indication  of  highway  use. 

Second.  The  license  fee  based  on  weight,  to  cover  the  cost  of 
the  regulating  features  of  a  license  fee  and  to  supi)lement  the  gaso- 
line tax. 

The  amount  of  these  two  taxes  should  be  high  enough  to  cover 


COMMKRCIAL  MOIOK  \  KIIK  LK    IRA.\S1'(JKTATI()\       487 

all  payment  for  use  of  the  road.     If  this  is  higher  or  lower  than  the 
taxes  paid  by  the  railroad,  it  does  not  matter. 

Third.  A  business  tax  based  on  gross  receipts.  This  tax  is  in 
no  sense  a  payment  for  highway  use  but  a  contribution  similar  in 
amount  to  that  levied  on  all  other  business  undertakings  of  like 
nature.  Any  revenue  from  this  source  should  be  used  strictly  for 
the  general  functions  of  government. 

Frank  R.  Hunt 

Virgil  H.  Gibbs  (Ohio)  :  1  am  hoping  that  at  least  a  few  min- 
utes this  morning  may  be  taken  up  in  discussion.  1  think  there 
is  no  contention  but  what  commercial  motor  vehicles  should  all  pay 
a  fee  or  should  bear  a  license  tax,  also  should  pay  a  gasoline  tax ; 
and  I  think  we  will  all  agree  that  they  should  pay  a  l)usiness  tax. 
but  how  much  and  upon  what  basis  it  seems  to  me  is  the  point  for 
discussion. 

Chairman  Harvey:  This  session  must  dispose  later  of  some 
items  of  business,  but  we  have  a  little  time  which  can  be  devoted 
to  discussion.  Taking  up  the  last  paper  first,  I  will  ask  for  a  dis- 
cussion of  that,  by  James  VV.  Martin  of  the  University  of  Kentucky. 

NEGLECTED  ASPECTS  OF  THE  TAXATION  OF 
COMMERCIAL  MOTOR  TRANSPORTATION 

JAMES  W.   MARTIN 

Director,   Bureau  of  Business  Research. 

University  of  Kentucky 

[Aside  from  the  suggestion  that  the  motor  registration  license  be  rele- 
gated to  the  position  of  a  mere  regulator)'  fee  and  that  any  surplus  revenue 
above  cost  of  administration  "  should  be  incidental  rather  than  predeter- 
mined," the  report  of  the  committee  may  be  accepted  without  serious  reser- 
vations by  students  of  highway  finance.  Even  that  recommendation  may  be 
wise  in  some  states,  but  many  who  are  viewing  the  country  as  a  whole  will 
agree  with  the  original  committee  of  the  National  Tax  Association  on  high- 
way- finance  that  the  registration  fee  is  properly  an  important  source  of  rev- 
enue. Some  of  the  reasons  for  agreeing  with  the  earlier  committee  are  as 
follows:  (i)  Many  states  cannot  reasonably  raise  adequate  revenue  by  means 
of  the  gasoline  tax  alone.  Kentucky  and  South  Carolina,  for  example,  would 
find  themselves  severely  handicapped  if  they  had  to  rely  for  motor- vehicle 
revenue  on  what  their  already  high  gasoline-tax  rates  produce.  (2)  The 
motorists  are  willing  to  pay  a  registration  tax  in  addition  to  a  fuels  tax  to 
the  end  that  roads  may  be  improved.  (3)  The  gasoline  tax  imposes  an  in- 
adequate share  of  road-financing  cost  on  those — especially  in  northeastern 
states — who  use  their  vehicles  rarely,  although  at  times  when  the  roads  must 
accommodate  "  peak  loads.*'  (4)  The  gasoline  tax,  though  doubtless  the  best 
single  highway  impost,  is  not  adequately  graduated  in  projiortion  to  the  size 
of  vehicles.  A  seven-ton  truck,  many  times  as  destructive  to  roads  as  a  three- 
ton  vehicle,  for  example,  will  use  only  30  or  60  per  cent  more  gasoline. 
(5)  As  the  committee  suggests,  a  gas  tax  does  not  take  adequate  account  of 
tire  equipment.     (6)   The  fact  that  the  registration  tax  now  yields  the  states 
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about  a  third  of  a  billion  dollars  without  serious  objections  from  those  who 
pay  it,  is  substantial  evidence  in  its  favor.  Minor  objections  to  arrangement 
and  delinitions — or  lack  of  definitions — might  be  raised.] 

Prior  to  the  present  report,  there  has  been  a  nttmber  of  able  dis- 
cussions of  the  taxation  of  motor  vehicles  for  hire,  btit  nearly  all 
have  concentrated  on  problems  involved  in  taxing  common-carrier 
cars  to  the  neglect  of  vehicles  for  hire  which  are  not  public  util- 
ities.^ And,  although  many  have  spoken  at  some  length  about 
municipal  taxation  of  motor  transportation,  little  careful  study  has 
been  made  of  that  difficult  question.  In  this  disctission  it  is  pro- 
posed to  analyze  certain  phases  of  these  two  aspects  of  the  motor-tax 
problems. 

In  general,  the  significance  of  the  taxation  of  motor  cars  for  hire 
which  are  not  common  carriers  is  indicated  by  the  number  of  such 
vehicles.  Information  concerning  the  exact  total  is  lacking,  but 
Table  I  shows  rough  estimates  sufficiently  accurate  to  give  some 
intimation  of  the  significance  of  the  problem.  The  estimate  of  over 
640,000  vehicles  is  to  be  compared  with  about  69,000  ])assenger  cars 
and  a  little  less  than  200,000  trucks  engaged  in  common-carrier 
activities.-  In  view  of  the  relatively  large  number  of  contact  car- 
riers, it  is  interesting  that  writers  on  the  subject  should  have  almost 
altogether  ignored  the  existence  of  this  intermediate  class. 

1  See  especially,  in  addition  to  files  of  IliglriVay  Transportation,  Railwav 
Age,  and  Bus  Transportation.  Henry  R.  Trumbower,  "  Common  Carrier 
Truck  Fees  and  Taxes,"  Public  Roads,  January,  1926,  pp.  236-240;  Frank 
R.  Hunt,  "The  Taxation  of  Commercial  Motor  Vehicle  Transportation,"- 
National  Tax  Association,  Proceedings  of  the  Twentiel/i  Annual  Conference. 
1927,  pp.  248-261  ;  M.  H.  Hunter  (Chairman  of  the  National  Tax  Associa- 
tion Committee),  "The  Taxation  of  Commercial  Motor  Transportation," 
National  Tax  Association,  Proceedings  of  the  Twenty-first  National  Confer- 
ence. 1928,  pp.  182-205;  and  Hunter,  "The  Commercial  .Motor  \'ehicle  and 
the  Public,"  American  Economic  Rez'ieic  (Supplement),  March.  U)2q.  pp. 
236-245. 

-  The  number  of  buses  is  estimated  by  the  Motor  Bus  Division  of  iht 
American  Automobile  Association  (Bus  Facts  for  iq2g,  pp.  5  et  seq.),  and 
the  number  of  other  passenger  vehicles  in  common-carrier  service  is  com- 
puted from  Bus  Transportation's  census  of  common-carrier  bus  operations 
{ibid.,  pp.  6-9)  on  the  assumption  that  other  vehicles  were  as  frequently 
missed  as  were  buses.  To  this  total  is  added  the  taxicabs,  u-drive-its,  and 
other  vehicles  regulated  by  state  public  service  commissions.  (See  note  c  of 
Table  I.)  The  number  of  common-carrier  trucks  was  estimated  as  was  the 
number  of  contract  carriers.  (See  note  d  of  Table  I.)  These  estimates  are 
probably  over-generous  because  (a)  certain  passenger  \ehicles  are  doubtless 
included  twice  and  (b)  common-carrier  freight  vehicles  jiresumably  consti- 
tute a  smaller  percentage  of  all  trucks  in  western  and  southern  states  than  in 
those  which  have  been  surveyed. 
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TAHLK   I 

MmoK  \Knici.Es  lOR  Hike  in   hie  United  Siaies  which  ake 
Not  Common   Carrieks 

1929 

Buses  used  by  slHooIs  "    . 40,875 

Buses  used  by  sight-seeing  services  "    2,750 

Buses  of  other  kinds  "    2,207 

Taxicabs  b    143.203 

Hearses  and  ambulances  *^ i8'75i 

Other  passenger  vehicles  operating  for  h're  but  not  as 

common  carriers  '^    . 34>28i 

Contract  freight   trucks «"    397.969 

Total  number  of  vehicles 640,036 

■'  National  M():()r  l!u^  Dixision,  American  Automobile  Association,  Bus 
J-cuts  Jor  ig2g.  p.  5.  School  and  sight-seeing  buses  are  shown  separately 
because  they  are  often  registered  in  a  sejjarate  class  and  because  more  ade- 
quate sejiarate  figures  are  available. 

''  The  number  of  taxicabs  is  estimated  on  the  assumption  that  the  total  for 
the  country  bears  the  same  relation  to  the  total  number  of  passenger  vehicles 
registered  in  the  United  States  that  maintains  in  the  four  states  (District  of 
Columbia,  New  Jersey.  Virginia,  and  West  Virginia)  for  which  statistics  are 
available.     See  note  d. 

f  Estimate  based  on  the  assumption  that  the  ratio  to  passenger  vehicles  is 
the  same  as  the  average  for  Alabama,  Connecticut,  Delaware,  Florida,  New 
Jersey,  and  Oregon,  for  which  states  registration  data  are  available.  Such 
vehicles  are  tax-exempt  in  four  states  (Delaware,  Massachusetts,  South  Da- 
kota, and  Utah)  and  partially  exempt  in  certain  others.  Deductions  have 
l)een  made  in  the  table  for  states  providing  outright  exemptions. 

'■  Five  states  (Connecticut,  District  of  Columbia,  New  Jersey,  \'irginia, 
and  West  Virginia)  report  statistics  of  passenger  vehicles  (other  than  buses') 
for  h're.  From  the  total  for  the  United  States,  computed  on  the  assumption 
that  the  ratio  of  such  vehicles  to  all  passenger  cars  is  the  same  as  in  these 
li\c  s  ates,  the  estimated  number  of  taxicabs  and  ambulances  was  deducted  to 
secure  this  figure. 

Hy  actual  trial  it  was  found  that  estimates  on  this  basis  for  the  states  re- 
porting statistics  (for  all  vehicles  for  hire  and  for  taxicabs  separately)  were 
subject  to  less  error  than  on  the  basis  of  total  motor  registrations,  urban 
population,  truck  registrations  or  any  comb'nation  of  these  criteria.  The 
probable  error  is  still  obviou-;ly  large. 

About  16,793  taxicabs  and  others  of  the  vehicles  for  hire  included  are  regu- 
lated b\-  certain  states  as  common  carriers.  An  unknown  additional  number 
is  similarly  superviied  by  city  authorities. 

'^  Estimate  based  on  the  median  percentage  of  total  trucks  engaged  thus  in 
the  four  states  (New  Hampshire,  Connecticut,  Pennsylvania,  and  Ohio)  for 
which  traffic  data  are  available  as  a  result  of  surveys  by  the  bureau  of  public 
roads.  The  estimate  is  based  on  traffic  not  registra'ions  (Nat'onal  Auto- 
mobile Chamber  of  Commerce,  Trn<k  Facts  for  ig2y,  p.  35).  It  is  assumed 
that  the  increase  in  total  number  of  trucks  will  be  6.5  per  cent  over  1928  (as 
compared  with  6.q  per  cent  gain  in  1928  over  1927).  This  figure  is  probably 
over-generous.  Contract  trucks  are  vehicles  for  hire  which  are  not  common 
carriers. 


TABLE  II 

CoMPAUisoN  OF  Special  Taxes  in  Vakioi  s  Classes  of  Passenger  Motor  Vehicles,  1929 


Vehicles 

Vehicles  operated 

privately 

Vehicles  for  hire- 

—not 

as  interurban 

operated 

common  carriers 

common  carriers 

Gasoline 
tax  same 

1 

State 

t 

1 

for  all 

.Special  1 

Special 

Li- 

Total 

icense  or 

Add 

Total 

icense  or 

Add 

Total 

cense 

special 

franchise 

ordinary 

special 

franchise 

ordinary 

special 

taxes 

tax 
$510 

license? 

taxes 
I790 

tax       ! 
«'37" 

license? 
$510^ 

taxes 

Alabama 

^?8o 

$30 

^3'o 

$927 

Arizona    

280 

3 

28? 

40 

3 

323 

240 

43' 

563 

Arkansas 

350 

no 

460 

55 

no 

515 

480*= 

105'' 

995 

California'-  . . 

210 

53 

263 

53 

263 

480 

53 

743 

Colorado  .... 

28o'i 

50 

330 

Zi 

3^3 

300^^ 

613 

Connecticut.. 

140 

95 

235 

49 

95 

284 

^6o 

144' 

644 

Delaware  ^ ... 

210 

76 

286 

76 

286 

"76 

286 

Dist.   Col.... 

140 

I 

141 

12 

'52 

12 

152 

Florida^ 

350 

525 

875 

525 

"P 

525 

875 

Georgia  ''■ 

315 

65 

380 

65 

380 

65 



380 

Idaho   

280 

122 

402 

68" 

122 

470 

68« 

122 

470 

Illinois 

210' 

75 

285 

75 

285 

158 

75 

443 

Indiana 

280? 

10 

290 

10 

290 

132 

412 

Iowa 

140 

152 

292 

152 



292 

509 

'52 

801 

Kansas 

210'' 

80 

290 

80 

.... 

290 

180 

?.o 

470 

Kentucky  .  . . 

350 

18^ 

535 

33 

.85 

918 

600* 

950 

Louisiana  •  • . 

280 

27 

307 

137 

4'7 

137 

4'7 

Maine 

r?8o 

81 

361 

162 

442 

162 

442 

Maryland   .  . . 

280 

14 

294 

3 

'4 

297 

306 

586 

Massachusetts 

140 

6 

146 

33 

173 

y:, 

'73 

Michigan    .  . . 

210 

72 

282 

163 

373 

'3' 

163" 

504 

Minnesota-  ■ . 

140 

240 

380 

240 



380 

lOCCJ 

1140 

Mississippi  . . 

350 

68 

418 

44 

68 

462 

44^ 

462 

Missouri   .... 

140 

II 

'5' 

no 

n 

261 

220 

n 

37' 

.Montana    -  . . 

350' 

13 

373 

23 

373 

10 

2 1 

3^1 

Nebraska 

280 

130 

410 

18 

298 

i^ 

298 

Nevada  

280 

47 

327 

270 

47 

597 

270 

47 

597 

N.  Hampshire 

280 

116 

396 

u6 

39" 

116 

396 

Xert'  Jersey . . 

140 

2j 

163 

30 



170 

600'" 

"30" 

770 

New  Mexico. 

350 

39 

389 

270 



620 

195 

'35" 

680 

New  York .  . . 

140" 

55 

'95 

98" 



238 

55 

195 

N.  Carolina  . . 

350" 

80 

430 

80 

430 

720 

1070 

N.  Dakota    . . 

210 

1  131 

341 

no 

'3' 

45' 

'3' 

I  IQ 

45'" 

Ohio   

!       280 

j   130 

410 

II 51 

395 

kSo 

460 

Oklahoma    . . 

280^ 

155 

435 

'55 



435 

50 

'55 

485 

Oregon  .  

280 

185 

565 

93 

•85 

5^8 

413 

'85 

97' 

Pennsylvania . 

280'- 

18 

298 

100 

380 

loo 

380 

Rhode  Islanc 

140 

'     55 

195 

55 

.... 

'95 

55 

'95 

S.  Carolina  . . 

420' 

75 

495 

75 



495 

206          

626 

S.  Dakota   .. 

2S0 

1     35 

315 

30 

35 

345 

30 

35. 

345 

Tennessee  . . . 

3SO' 

1     23 

373 

44 

23 

417 

53 

67- 

470 

Texas  '■ 

!            210 

166 

3'6 

'94 

404 

'94 

404 

Utah 

!      245 

^5 

260 

750^ 

•5 

lOIO" 

750" 

'5 

lOlO" 

Vermont 

i      280 

43 

323 

'93 

470 

'93 

..   . 

470 

Virginia.    — 

350 

9- 

441 

no 

9' 

55 « 

162 

5'f 

Washington.. 

210" 

«5 

245 

161 



37' 

120' 

166 

496 

West  Virginia 

280 

1     7'^ 

359 

225 



505 

no 

390 

Wisconsin .  .  - 

\AO 

20 

180 

20 

.... 

180 

40>' 

20 

220 

Wyoming  .  • . 

280* 

42 

322 

42 

322 

25 

S2 

347 

(490) 


Si\-  follOToiiij^  page  for  footnotes  to  tahlr. 
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'•' 'I'he   following;  assiiniptioiis  were   made  in  computing  these   fees: 

Seats     22  Passengers  carried    14,000 

Horsepower    45  Gross  weight,  lbs 16,000 

Gasoline  consumption,  gals..  .  7,000  Price,  also  value    $10,000 

Net  weight,  lbs 13,000  Gross   revenue    $12,000 

Piston  displacement,  cu.  in.  .  .  525  I'neumatic   tires. 

Miles   traveled    25,000 

"  Add  also  $3  for  each  transportation  company. 

'^  Here  the  amount  is  that  payable  on  a  vehicle  for  hire,  not  a  common 
carrier  (half  in  New  Me.xico). 

^'  Add  also  $25  for  each  transportation  comjiany. 

<1  In  elTect  only  since  May  1. 

®  Add  also  $10  for  each  transportaticm  company. 

^  Effective   August   1 

s  In  effect  only  since  April  i. 

''  In  effect  only  since  April  i. 

'  Add  also  the  franchise  tax  to  which  other  public  utiliti-i's  are  subject. 

J  Add  also  a  filing  fee  of  $50  for  each  company. 

•^  Add  also  not  to  exceed  $50  for  each  transportation  comjiany. 

^  In  effect  only  since  April  i. 

'"  Applies  only  in  case  vehicle  is  used  wholly  within  a  municijiality.  (Other- 
wise franchise  tax  of  five  per  cent  of  gross  applies  only  to  proportionate  part 
of  road  lying  in  a  municipality. 

"  In  effect  only  since   May   i. 

"  In  effect  since  March  4. 

1'  Add  also  $30  annually  as  a  fee  to  board  of  railroad  commissioners  paid 
by  each  company  operating  over  regular  route  or  $17  per  vehicle  for  those 
not  operating  over  a  regular  route.  (See  sec.  2976V12  and  2976V 14,  and 
Board  of  Railroad  Commissioners,  Rules  and  Regulations,  p.  17.) 

'1  These  vehicles  are  public  utilities  under  the  Ohio  law  but  do  not  opera'e 
over  fixed  routes. 

^  Effective  July   i. 

**  Present  rate  effective   March  18. 

t  In  effect  since  February  16. 

"  In  effect  since  July  i. 

^'  Add  $25  application  fee  for  each  company. 

"■  In  effect  since  April  i. 

^  Assuming  an  average  load  of  twelve  passengers.  The  fee  is  based  on 
the  actual  number  of  passenger  miles.  There  are  two  additional  fees  re- 
quired of  common  carriers  in  Colorado,  one  of  $15  for  filing  an  application 
for  a  certificate  of  convenience  and  necessity  and  another  at  50c.  on  each 
$1,000  of  "capital  to  be  invested"  up  to  $500,000,  plus  25c.  at  $1,000  of 
capital  $500,000  to  $750,000,  plus   loc.  a  $1,000  of  capital  above  $750,000. 

•^'  Effective  June  22. 

='-  Data  for   1929  not  available.     These   figures  are  for  the  end  of   U)2S. 
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License  Taxes  ox  Coxtract  Buses 

The  taxation  of  scliool  buses  is  a  simple  matter.  If  the  vehicle  is 
owned  by  the  public  it  is  so  generally  exempt  from  taxation  that  it 
has  not  seemed  worth  while  to  analyze  the  practice  of  the  several 
states.  If  the  vehicle  is  privately  owned  but  operated  under  exclu- 
sive contract  with  a  school  corporation,  there  is  a  tendency  to 
exempt  it  from  the  license  tax.  In  both  instances  it  should  be  ob- 
served that  many  states  make  a  nominal  charge  (usually  of  one 
dollar)  for  the  plates,  just  as  in  the  case  of  other  vehicles  publicly 
operated.  Where  school  buses  are  privately  owned  and  are  subject 
to  registration  taxes,  they  are  usually  treated  as  are  sight-seeing  and 
other  buses  for  hire  which  are  not  common  carriers. 

Sight-seeing  buses  and  others  transporting  persons  by  special  con- 
tract are  often  taxed  differently  from  sucli  vehicles  when  privately 
operated  or  when  used  as  common  carriers.  Table  II  indicates,  so 
far  as  data  for  1929  are  available,  the  relative  special  tax  burden 
on  buses  privately  operated  (as  by  a  manufacturer  who  transports 
his  workers  in  a  vehicle  which  he  owns),  on  those  used  for  sight- 
seeing or  other  contract  services.^  and  on  those  employed  as  inter- 
urban  common  carriers.* 

Table  III  shows  that  twenty-one  bases  are  employed  for  taxing 
such  contract  passenger  carriers.  It  indicates  that  when  a  basis  is 
used  by  several  states  for  buses  and  also  for  trucks,  the  same  states 
are  involved  only  rarely  in  both  cases.  For  instance,  only  Indiana 
and  Ohio,  of  the  six  states  which  base  the  tax  for  passenger  cars 
on  carrying  capacity  alone,  also  utilize  tliat  basis  for  trucks  although 
capacity  is  easily  the  most  frequently  used  means  of  graduating  the 
tax  on  property  carriers.  The  inconsistencies  in  each  of  the  several 
states  are  shown  also  by  the  fact  that  certain  methods,  popular  for 
buses,  are  not  used  at  all  for  trucks  or,  if  used  for  the  latter,  are 
not  used  for  the  former.  Four  states  base  bus  taxes  on  horsepower : 
none  base  truck  taxes  on  the  same  criterion.  Five  make  capacity 
and  tires  the  basis  of  truck  taxes;  none  use  this  combination  for 
graduating  passenger-car  taxes.  In  reality,  uniformity  is  even  less 
than  is  indicated  in  Table  III,  since  in  eleven  states  *  motor  vehicles 
are  exempted  from  general  property  tax ;  in   four,"  they  are  sub- 

■^  It  appears  {People  v.  May,  98  Misc.  Rep.  561;  164  X'.  Y.  S.  717)  tha*, 
under  certain  circumstances,  a  sight-seeing  bus  may  he  classitied  and  taxed 
as  a  public  utility. 

*  The  table,  like  the  remainder  of  the  following  data  for  states,  is  based 
on  an  analysis  of  the  statutes.  It  is  possible  there  may  be  occasional  errors 
of  interpretation.  For  con\enience,  the  District  of  Columbia  is  sjioken  of  as 
a  state. 

^  Delaware,  Idaho,  Iowa,  Michigan,  Minnesota,  Xew  ^'ork,  Xorth  Dakota, 
Oklahoma,  Oregon,  Pennsylvania,  and  Vermont. 

"'  Maine,  Massachusetts,  Xew  Hampshire,  and  Wyoming. 
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TAIJI.K   III 

States  Taxing  Motor  Vehicles  iok  Hike  Not  Common  Carriers 

According  to  Various  Methods,  January  i,  1929 


For  Passenger  Vehicles 


For  Trucks 


1.  One  criterion : 

1.  Flat  rate 

2.  Value 

3.  Horsepower. . . . 

4.  Passenger  miles. 

5.  ("apacity    


West  Va 

Okla 

ill ,  Md.,  Mo.,  Utah. 
S.  C. 

Ind..  Mass.,  X.  J.,  Ohio, 
I'a.,  Dist.  of  Col 


6.  Chassis  weight . 

7.  Net  weight    .  . . 

8.  Gross  weight. 


1 1.   Twi)  criteria  : 

9.  Flat  rate  plus 

capacity   

10.  Cost  and  capacity. 

11.  Capacity  and  horse- 


Mich.,  Wis 

Del.,   (ia.,  Nev.,   N.    II. 
\'t 


Neb..  New  Mex.,  Wash  . 
Colo.,  Minn. 


Uist.  of  Col. 
Minn. 


Ala.,  Ark.,  Colo.,  Conn.. 

Ga  ,  Idaho,  Ind.,  Kan., 

Ky.,  Me.,  Mo.,  Mont. 

Neb  ,  N.  C,  Ohio,  S.  C. 

S.  Dak. 
Pa. 
Mich. 

Del.,  Fla.,  111.,  Mass.. 
Nev.,  N.  J.,  N.  v..  Vt., 
Wash.,  Wis. 

Va. 


power 

La.,  N.  Y.,  N.  C,  Tenn., 
AVyo, 

12. 

Flat  rate  plus  net 

weight 

Ariz.,  Cal.,  Kan.,  Va. . . . 

Ariz.,  Cal. 

13- 

Capacity  and  previ- 

Okla 

14. 

Gross  earnings  and 

capacity   

.\la.,  S.  Dak. 

'5- 

Horsepower  and 

net  weight 

Mont. 

10. 

Piston    displace- 

ment and  capacity 

Conn. 

17- 

Horsepower  and 

gross  weight 

Kv.,  K.  I 

R.I. 

18. 

Gross  weight  and 

capacity   

Fla.,  Iflaho. 

19. 

Xet  weight  and 

capacity   

Ore. 

20. 

Capacity  and  tires. 

Me.,  Miss.,  Utah,  W.  V 

21. 

Gross  weight  and 

Wyo. 

N.  H. 

HI.  Th 

ree  criteria : 

22. 

Tire  width,  weight. 

tires 

Ore, 

23- 

Horsepower,  gross 

weight,  tires 

Texas. 

24- 

Flat  rate,  capacity. 

tires 

N    Mex 

25- 

Value,     gross 

weit^ht,  ton  miles. 

Iowa 

Iowa. 
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Me.,  Texas. 


Ark.,  Miss. 


26.  Horsepower,  net 
weight,  capacity . 

27.  Horsepower,  gross 
weight,  capacity 

IV.  Five  criteria : 

28.  Price,  horsepower, 
net  weight,  num- 
ber of  previous  reg- 
istrations, capacuy   X.  1  >ak. 


For  Passenger  Vehicles 


For  Trucks 


X.  Dak. 


jected  to  other  taxes  in  lieu  of  the  general  property  tax;  in  one," 
they  are  exempted  from  the  state  general  property  tax,  and  in  an- 
other *  they  are  exempted  from  the  general  property  tax  conditioned 
on  prompt  payment  of  the  motor  registration  tax.  To  show  the 
complexity  involved  in  the  entire  situation,  including  both  general 
and  special  taxes,  it  would  be  necessary  to  analyze  the  general  prop- 
erty tax  when  included  and  when  not  included  in  the  license.^ 

It  is  almost  impossible  to  generalize  concerning  the  rates  imposed 
and  the  revenue  raised,  because  rates  are  highly  erratic  and  statis- 
tics are  not  available  to  show  financial  results  of  taxes  on  such 
vehicles.  From  Table  II.  however,  it  may  be  observed  that  the  tax 
on  passenger  vehicles  for  hire,  not  common  carriers,  normally  falls 
between  the  rates  on  privately-operated  and  common-carrier  veh- 
icles. In  some  instances,  as  Illinois.  New  Hampshire  and  Rhode 
Island,  the  rate  is  the  same  as  that  on  privately  operated  buses;  in 
others,  as  the  District  of  Columbia,  Idaho  and  Louisiana,  it  is  the 
same  as  that  on  public  titilities. 

Aside  from  state  taxes  on  sight-seeing  and  other  contract  buses, 
municipalities  are  permitted  to  collect  additional  fees  in  at  least 
twenty-two  states.^"  For  the  purpose  of  determining  the  character 
and  especially  the  amount  of  additional  burden  imposed  by  cities, 
information  has  been  collected   from  representative  municipalities. 

'  South  Carolina. 
^  South  Dakota. 

">  This  general  proposition  ajijilies  with  eciual  force  to  other  classes  of 
vehicles  discussed  below. 

^•^  These  authorize  municipal  taxation  of  vehicles  for  hire  generally  :  Ari- 
zona, Arkansas,  California,  Delaware,  Illinois,  Indiana,  Iowa,  Kentucky, 
Minnesota,  Mississippi,  Missouri,  X'ebraska,  Xe\ada,  X'orth  Carolina,  Ohio. 
Oklahoma,  Oregon,  Tennessee,  Texas,  X'irglnia,  Washington,  and  Wyoming. 
The  privilege  seems  not  to  be  exercised  in   Minnesota. 
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liaving  more  than  10,000  population,  in  eight  states.'^  It  is  not 
known  whether  these  are  typical  hut  there  is  no  reason  to  think 
practice  in  these  commonwealths  is  radically  different  from  that  in 
other  states  where  municipal  taxes  are  permitted.  A  summary  of 
the  date  secured  is  presented  in  Table  IV.     In  view  of  the  evidently 

TABLE  IV 

AVEKACE    MlMCIPAL    LICENSE   TaXES   OX    BuSES    I'OK    CoNTKACT 

Hauling  ix  Selected  States  * 


Number  of 
cities  reporting 

Average 
rate  on 
typical  bus 
in  cities 
imposing 
tax 

$26.48 
36.24 
21.32 
83.82 
28.12 

22.35 

9.08 

29.77 

.Average 

rate  on 

typical  bus 

in  all  cities 

reporting 

$26.48 
34-21 
19.40 
78.61 

25-58 

9.2. 

9.C8 
29-77 

Per  cent 
of  urban 
population 

State 

A  tax 
imposed 

2 
3C 

No  tax 
imposed 

0 

T 

(in  cities 
of  10,000 

population 
or  over) 

represented 

Arkansas    

67.6 
93-2 

75-3 
348 
96.6 
52.9 
80.1 
6c  6 

Kentucky 

4  '        • 

5  • 

2                       2 

2  5 

3  o 
C                   n 

Nebraska   

North  Carolina 

Tennessee 

48 

Average  (or  total) 

16 

$41.28 

$3815 

7.64 

*  All  averages  are  arithmetical  means  weighted  on  the  basis  of  population 
in  .the  cities.  Assuming  the  rates  reported  for  each  state  representative  of 
those  effective  in  all  cities  of  over  10,000  population  in  that  state.  In  gen- 
eral, a  typical  bus  is  taken  to  be  approximately  the  vehicle  described  in 
Table  II. 

"  In  so  far  as  data  for  Aurora,  Belleville,  Bloomington,  Decatur,  Joliet, 
Moline,  Peoria,  Rockford,  and  Streator  are  concerned,  information  is  drawn 
(in  some  cases  partly  estimated)  from  A.  T.  McMaster,  "  Sources  of  Rev- 
enue of  Illinois  Cities,"  Illinois  Municipal  Revietv,  July-August,  1926. 

haphazard  methods  by  which  most  municipal  license  ordinances 
have  been  enacted.'-  the  averages  for  various  states  are  surprisingly 
uniform.  The  high  average  for  Missouri  is  very  largely  the  result 
of  exceptional   rates    ($100)    in   Kansas   City,   the   largest  city   for 

1'  Population  data  are  taken  from  the  ig20  census.  It  should  be  observer! 
that  in  a  few  instances  counties  also  levy  license  taxes,  though  the  tot.il 
burden  thus  imposed  seems  to  be  small. 

1-  These  data  were  gathered  through  the  cooperation  of  municipal  officials. 
In  many  instances  the  letters  and  copies  of  the  local  ordinances  reveal  atti- 
tudes which  cannot  be  expressed  in  statistical  form. 
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which  data  have  been  obtained.^''  It  appears  that  faikire  to  lew  on 
buses  in  North  Carolina  results  mainly  from  local  misinterpretation 
of  the  state  law  which  prohibits  any  additional  imposition  on  inter- 
urban  common  carriers,  but  which  does  not  restrict  taxation  of  local 
carrier  or  contract  vehicles.  It  appears  that  Tennessee  has  rarely 
distinguished  between  this  class  of  passenger  vehicles  for  hire  and 
private  passenger  cars,  with  the  result  that  rates  are  generally  low. 
In  Nashville,  on  the  contrary,  the  only  vehicles  taxed  are  those  used 
for  business  purposes,  whether  for  hire  or  in  connection  with  some 
other  kind  of  business.  If  it  may  be  assumed  that  the  municipalities 
of  other  states  levy  taxes  on  this  class  of  vehicles  to  about  the  same 
extent  and  at  about  the  same  rates,  it  may  be  said  that  in  twenty  ^* 
states  the  average  contract  passenger  vehicle  is  subject  annually  to 
more  than  thirty  dollars  of  tax  in  addition  to  that  im])osed  by  the 
state  legislature. 

Table  V  shows  that  a  considerable  number  of  cities  make  the 
basis  that  used  for  private  passenger  cars.  In  such  cases,  buses  are 
taxed  at  the  rate  '•''  applicable  to  all  classes  of  passenger  vehicles. 
Of  the  twenty-seven  cities  imposing  separate  bus  taxes,  nineteen 
levy  a  flat  rate.  All  but  two  of  the  remainder  employ  carrying 
capacity  as  the  basis.  Carrying  capacity  usually  means  seating 
capacity,  though  in  Evanston  and  Chicago  it  is  measured  in  terms 
of  tonnage. 

TABLE  V 

Bases  of  Mcmcii'ai.  Reijisikation  Taxes  on  Contract  Buses 
IN  Selected  States 


States 


Same  as 

private 

automobile 


Arkansas   

Illinois 

Kentucky    . . . . 

Missouri 

Nebraska 

North  Carolina 
Tennessee 
Virginia 

Total . . . 


14 


Flat 
rate 


'9 


Number  of  cities  using 


1 

Carrying 
capacity 

Seat 
miles 

Number 
of  decks 

2 

I 
1 

I 

I 
6 

I 

I 

1 

1 

Unknown 


13  The  low  i^ercentage  of  total  jiopulation  represented  in  the  Missouri  data 
is  largely  due  to  the  failure  to  get  a  report  from  St.  Louis. 

1*  A  letter  from  the  Minnesota  Municipal  League  indicates  that  no  nuini- 
cipal  taxes  are  levied  in  that  state. 

1^  Usually  graduated,  if  at  all,  on  the  basis  of  horsepower. 
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TABLE  VI 

AvKKAHE  *  Tax  Imtoskh  on  Contract  Buses  bv  Munkipamtif.s 
or  Various  Sizes 


CJiies  of  popu'ation 

ic,ooo- 
30,000 

30 
20 

$'9-37 
12.92 

30,000- 
50,000 

8 
6 
$23.58 
17.69 

50,000- 
100,000 

7 
7 
»37-42 
3742 

1 00,000- 
300,000 

6 
6 
S16.25 
16.25 

300,000 
and  over 

Number  reporting;  facts 

Number  imposing  tax 

Average  in  taxing  cities 

Average  in  all  cities 

2 
2 

;?65.oo 
65.00 

*  Average  is  the   unweighted  arithmetical  mean. 

From  Table  VI  it  appears  that  there  is  a  tendency  to  levy  higher 
taxes  on  contract  btises  in  larger  than  in  smaller  cities,  though  rates 
seem  not  to  increase  in  cities  of  more  than  100,000  population.  It  is 
true  that  the  average  in  the  two  largest  cities  is  $65.00,  but  two 
cases  are  not  enough  to  give  any  statistical  indication  of  the  gen- 
eral trend.  If  the  last  two  brackets  be  combined,  the  average  is 
slightly  lower  than  that  for  the  50,000  to  100,000  population  group. 
Seemingly  one  reason  for  the  apparent  tendency  is  that  the  practice 
of  differentiating  buses  from  othet;  vehicles  is  much  more  pro- 
nounced in  the  larger  cities  where  more  hotel  buses,  transfer  (or 
station)  buses,  and  sight-seeing  vehicles  are  to  be  found.  If  the 
twenty-seven  cities  definitely  segregating  such  vehicles  from  pri- 
vately operated  passenger  cars  be  studied,  it  is  seen  that  the  aver- 
ages of  those  imposing  the  taxes  are:  in  cities  of  under  30,000 
population,  $30.45;  in  those  of  30,000  to  50,000,  $31.50;  in  those  of 
50,000  to  100,000,  $43.50;  in  those  of  100,000  to  300,000,  $25.00; 
and  in  those  of  300,000  and  up,  $65.00.  Thus  it  is  seen  that  there 
is  still  some  tendency  to  impose  higher  rates  in  cities  of  over  50,000 
population,  but  it  is  clearly  less  pronounced  than  before  the  elimi- 
nation of  municipalities  taxing  such  buses  as  though  they  were 
private  passenger  cars.^*^  If  all  the  twenty-one  cities  of  30,000 
population  and  more  which  impose  a  tax  be  combined  into  one 
group,  the  average  rate  is  found  to  be  $30.03  as  compared  with 
$19.37  on  those  of  less  than  30,000.  Thus  the  evidence  that  larger 
cities  tend  to  levy  higher  rates  than  smaller  at  the  present  time  is 
fairly  substantial,  though  it  is  not  clear  whether  the  tendency  is 
characteristic  of  cities  of  all  sizes. 

1^  In  most  instances  the  municipal  taxes  imposed  on  contract  carriers  are 
the  same  as  those  on  common  carriers,  but  they  are  distinguished  in  a  num- 
ber of  caes.  Where  the  two  classes  are  separately  taxed,  the  rate  for  common 
carriers  is  uniformly  higher. 

32 


498 


NATIONAL  TAX  ASSOCIATION 


TABLE  VII 


State  Special  Tax  on  Typical  "  Fok  Hike"  Vehicles 
OF  Certaix  Classes,  1929  * 


Slate 

Taxicabs 

U-drive  it 

Ambulance 

Alabama 

$37.50 

$37-50 

$50.00* 

Arizona 

123.50*  •* 

33  50"  ** 

3-50 

Arkansas     

39.50' 

27  50* 

25.00* 

California  °                   .... 

18.00* 

3.00 

18.00* 

Colorado         

30.00* 

36.00* 

20.00 

Connecticut 

15.00* 

15.00* 

30.00* 

Delaware 

20.00 

12.00 

00.00* 

District  of  Columbia      .    .    . 

1. 00 

1. 00 

1. 00 

Florida        .    . 

60.63* 

23-75 

20. 00* 

Georgia       

20.00 

10.00 

16.00 

Idaho                   .... 

94.00* 

7400* 

35.00* 

Illinois 

8.00 

8.00 

12.00 

Indiana  

8.00 

5.00 

9.00 

Iowa 

46.00 

14.00 

42.00 

Kansas 

18.00 

8.C0 

15.00* 

Kentucky    

29.60* 

21.25* 

20.00* 

Louisiana 

26.59* 

20.64* 

30., 0* 

Maine 

32.20* 

21.50* 

10.00* 

Maryland     ... 

7.81 

7-36 

9  60 

Massachuseiis         

4  50' 

5  00* 

00.00* 

Michigan 

22.00 

11.00 

25.60* 

Minnesota 

72.00 

14.40 

96.00 

.Mississippi                        .    . 

28.44* 

10.30* 

25.00* 

Missouri 

31.00 

11.00 

17.00 

Montana 

15.00 

10.00 

15.00 

Nebraska 

12  00 

8.00 

12.00 

Nevada    ....... 

113.88*** 

107.88*** 

10.50 

New  Hampshire     .... 

21.60 

10.00 

12.95 

New  Jersey 

15.00* 

15.00* 

20  00* 

New  Mexico 

90.00* 

30.00 

34.00 

New  York  ... 

15.00* 

15.00* 

15.00* 

North  Carolina 

23-75'' 

28.75' 

35.0c* 

North  Dakota 

40.40 

1 2. 30 

49  40 

Ohio    .    .            .... 

6.00 

6.00 

6.00 

Oklahoma 

50.00* 

14.00* 

65.00 

Oregon                 .... 

82.50* 

33.00* 

60.00* 

Pennsylvania       

25.00*** 

25.00*  ** 

12.00 

Rhode  Island 

35-95 

21.50 

31.00" 

South  Carolina  .         ... 

21.00 

9.00 

18.00 

South  Dakota 

185.00*** 

47.00*  ** 

00.00* 

Tennessee 

22.20* 

21.50* 

15.00 

Texas 

48.27* 

32.02* 

16.70* 

Utah            

5.00 

5.00 

00.00* 

Vermont 

33.00 

16.00 

25.60 

Virginia           

53.00* 

39.00* 

22.40" 

Washington 

50  oo" 

38.00* 

20.20 

West  Virginia     .    . 

75.00*  *» 

75  00*  ** 

20.20 

Wise  nsin 

10.00 

10  00 

10.00 

Wyoming 

1  2.00 

12.00 

I  2.  CO 

COMMERCIAL  MOTOR  TRANSPORTATION  499 

Taxicab  Registration  Taxp:s 

It  may  be  of  interest  to  examine  certain  other  classes  of  passenger 
\ehicles  for  hire.  Table  VII  indicates  in  a  general  way  the  total 
special  tax  burden — except  for  fuels  taxes — imposed  by  states  on 
three  classes  of  such  cars.  The  taxation  of  each  class  should  be 
briefly  analyzed. 

As  indicated  in  Table  VII,  more  than  half  the  states  have  segre- 
gated taxicabs  for  separate  and  usually  heavier  taxation  than  ordi- 
nary privately-owned  vehicles.  In  a  few  cases  the  states  classify 
cabs  as  public  utilities  and  tax  them  as  such  in  addition  to  the 
regular  registration  license — or  in  lieu  of  it.  as  in  West  Virginia. 
The  great  bulk  of  the  commonwealths,  on  the  other  hand,  do  not 
provide  regulatory  supervision.  A  considerable  number  of  cities 
also  regulate  taxicabs  on  their  own  initiative.  Thus  taxicabs  are 
outside  the  public-utility  class  only  in  part.'' 

Even  a  casual  glance  at  the  table  suggests  that  lack  of  uniformity 
is  quite  as  marked  as  in  the  case  of  contract  buses.  The  range  in 
special  state  taxes  is  found  to  be  from  $1.00  in  the  District  of  Co- 
lumbia to  $185.00  in  South  Dakota.  That  this  extraordinary  varia- 
tion is  not  purely  the  result  of  extreme  cases  is  shown  by  the  fact 
that  the  range  would  still  be  about  $42  ($15  to  $57)  if  the  upper 
and  lower  25  per  cent  of  the  states  were  ignored.'^  It  is  important 
too  that  the  states  which  levy  the  extremely  high  rates  are  in  many 
cases  those  which  impose  the  highest  gasoline  taxes. 

If  one  study  the  bases  on  which  the  taxes  are  graduated,  it  is 
apparent  that  states  vary  widely  in  methods,  just  as  in  amounts. 
Examining  only  those  states  which  tax  cabs  differently  from  pri- 

*  The  gasoline  tax  is  additional  in  each  case.  The  following  assumptions 
are  made  : 

Taxicab  :  Horsepower,  24.4;  net  weight,  4,000  lbs.;  carrying  capacity,  5: 
gross  receipts,  $5,000  a  year  ;  miles  traveled  with  passengers,  8,000  ;  average 
load,  lyl  passengers;  value,  $3,000. 

U-drive-it :  Horsepower,  23  ;  net  weight,  2,000  lbs. ;  cajiacity,  5  passengers  ; 
gross  receipts  $1,000 ;  miles  tra\eled.  S.ooo ;  average  load,  2  passengers ; 
value,  $600. 

Ambulance;  Horsepower,  30;  net  weight,  3,200  lbs.;  city  in  which  oper- 
ated, largest  in  the  state  ;  value  and  cost,  $4,000. 

"  These  states  classify  such  vehicles  separately  rather  than  impose  tax  as 
on  jirivate  passenger  vehicle. 

""  State  legislature  appears  to  have  classified  vehicle  concerned  as  a  public 
utility. 

^  Exempt  if  owned  by  a  hospital. 

f'  Data  for  iqaq  not  available.     These  figures  are  as  of  the  end  of  iq28. 

1"  No  further  attention  will  be  given  here  to  classification  from  the  point 
of  view  of  public  regulation. 

^8  In  statistical  language;  the  interquartile  range  is  42,  or,  more  usual, 
the  semi-interquartile  range  is  21. 
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vately  owned  vehicles  and  ignoring  differences  in  the  bases  for 
taxing  privately  owned  passenger  vehicles  in  the  various  states, 
there  are  eighteen  bases  used  in  taxing  cabs  in  the  twenty-five  states 
concerned.  No  criterion  is  used  in  more  than  four  states.  Only 
two  measures  (capacity  and  private  vehicle  rate  plus  capacity)  are 
in  use  in  more  than  two  states.'^ 

The  same  states  which  allow  municipalities  to  levy  taxes  on  con- 
tract buses  also  permit  such  impositions  on  cabs.  Here,  as  in  the 
former  case,  an  attempt  has  been  made  to  secure  information  con- 
cerning local  taxes  by  sampling.  The  situation  in  the  sixty-one 
cities  -"  for  which  data  were  obtained  is  shown  in  summary  form 
in  Table  VIIL  The  averages  for  the  various  states  differ  rather 
widely,  and  the  rates  for  cities  within  some  of  the  states  are  char- 
acterized by  even  greater  dispersion.  In  the  three  Nebraska  cities 
for  which  rates  are  shown  the  levies  are  $1.00  in  Lincoln,  $3.00  in 
Omaha,  and  $25  in  North  Platte.  In  Kentucky  the  range  is  from 
$3.00  to  $100.00,  though  if  the  cities  which  do  not  segregate  taxi- 
is  TTie  following  table  indicates  the  diversity  from  a  litde  different  point 
of  view : 

ll\sEs  OF  Taxes  on  Taxk  \bs  in   St.a.tes  Segregating  Them 
States  Mi'thod  of  lOmputing  tax 

.\labama Seating  capacity 

Arizona    As  private,  net  weiglu   and   gross   receipts 

.Arkansas    Horsepower,  gross  weight,  and  capacity 

Colorado     Flat,  passenger  mile 

Connecticut    . Capacity 

Florida   Net  weight  and  capacity 

Idaho    As  private,  flat  and  capacity 

Kentucky     As  private  and  capacity 

Louisiana     As  trucks 

Maine    Double  the  rate  on  private  passenger  cars 

Massachusetts   Flat 

Mississippi     As  private  and  capacity 

Nevada     As  private,  flat  and  capacity 

New  Jersey   . Capacity 

New  Mexico   Flat  and  net  weight  * 

New  York  Capacity 

North  Carolina  .  .  ..--^s  private,  plus  507^    and  flat 

Oklahoma    .Manufacturer's  list  price 

Oregon .  Net   weight 

Pennsylvania Capacity 

South  Dakota    .As  ])rivate  and  gross  receipts 

Tennessee     Horsepower  and  capacity 

Texas    \s  private  and  capacity 

Virginia    -A^s  private  and  flat 

Washington     Flat,  net  weight  and  capacity 

West   Virginia    ....  Flat 

-^  Data  concerning  Lynchburg,  Newport  News,  Petersburg,  and  Ports- 
mouth, Virginia,  are  in  every  case  drawn  from  "  Local  License  on  Motor 
Vehicles,"   J'irxinia  Munuipal  Rrvit"ii\   December,    1929,  pp.  219-222. 
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cabs  for  taxation  at  a  special  rate  be  ignored,  the  dispersion  is  very 
much  less.  In  North  Carolina  the  rates  range  from  $1.00  in  New 
Bern  and  $2.50  in  Winston-Salem  to  a  maximum  of  $25  in  Charlotte 
and  $35  in  Goldsboro.  In  Arkansas,  Fort  Smith  contents  itself  with 
a  levy  of  $5.00,  while  Little  Rock  imposes  $36.00. 

TABLE  VIII 
Average  Mlnicipal  Lkensk  Taxes  on  T.wicabs  ix  Selected  St.-vtes  * 


Number  of 
cities  reporting 


Arkansas 
Illinois"     . 
Kentucky 
.Missouri    . 

Nebraska 
Nurth  Can 
Terinessee 
Virginia 


Average  (or  total). 


A  tax 

No  tax 

imposed 

imposed 

2 

o 

28 

4 

4 

I 

6 

o 

4 

o 

6 

I 

3 

o 

9 

o 

62 

6 

Average 

rates  on 

typical 

taxicab 

in  all  cities 

imposing 

a  tax 


$26.48 

15  75 
18  40 
14. 48 

3-47 
13.11 
13.61 
26.01 


$'■5-92 


Per  cent 

Average 

of  urban 

rate  on 

population 

typical  cab 

(in  cities 

in  all  cities 

of  10,000 

reporting 

or  over) 

represented 

$26.48 

67.6 

15-29 

93-2 

16.74 

75-3 

14.48 

34-S 

3  47 

96.6 

12  08 

56.8 

13.61 

80.1 

26.01 

94.0 

$15-55 

76.4 

*  A  typical  taxicab  is  described  in  Table  VII.  Averages  are  arithmetical 
means  weighted  on  the  basis  of  population  in  the  cities,  assuming  the  rates 
rejiorted  for  each  state  representative  of  all  cities  of  over  10,000  population 
in  that  state. 

By  means  of  Table  IX,  it  can  be  seen  tliat.  in  these  eight  states 
and  presumably  in  the  thirteen  others  permitting  local  taxation  of 
this  class  of  vehicles,  the  special  taxes  are  considerably  more  than 
is  apparent  from  the  data  in  Table  VII.  Indeed,  assuming  the  re- 
porting cities  to  be  typical  of  all  those  in  the  saine  states,  the  taxi- 
cab  company  doing  business  in  Illinois  must  expect  to  pay  not 
merely  the  $8.00  imposed  by  the  state,  but  also  an  average  of  $14.00 
im])osed  by  the  municipalities,  making  a  total  of  $22.00.  In  most 
of  the  states,  however,  the  amount  of  the  city  license  appears  to  be 
less  than  the  state  tax. 

■■'  In  so  far  as  date  for  Aurora,  Belleville,  Bloomington,  Decatur,  Joliet, 
Moline,  Peoria,  Rockford,  and  .Streator  are  concerned,  information  is  drawn 
(in  some  cases  partlj'  estimated)  from  A.  T.  McMaster,  "  Sources  of  Rev- 
enue of  Illinois  Cities,"  Illinois  Municipal  Review.  July-August,   1926. 
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TABLE  IX 
Total  Special  License  and  Occutation  Taxes  ox  a  Typical  Taxicab 
IN  Certain  States  Permitting  Municipal  Registration  Charges  * 


Slate 


Arkansa-i 

Illinois 

Kentucky 

Missouri 

Nebraska 

North  Carolii 

Tennessee 

Mrginia 


Average 
state  tax 


8.  GO 

29.60 
31.00 
12.00 

23-75 
22.20 
53.00 


Average 

city  tax 

$26.48 

14.00 

16.74 

13.88 

3-47 

12.08 

1         13-61 

j         24.23 

Average 
total  tax 


22.00 
46.34 
44.8.-. 
'5-47 
35-5^3 
35-«o 
7723 


*  Based  on  Tables  VII  and  VIII. 

It  is  obvious  from  Table  X  that,  where  taxicabs  are  taxed  by  a 
method  different  from  that  applied  to  privately  owned  cars,  there  is 
a  considerable  tendency  to  impose  flat  rates.  Of  the  forty-two  cases. 
83.53  per  cent  tax  all  cabs  alike.  Since  such  vehicles  are  very 
nearly  standardized  in  size,  this  procedure  is  more  nearly  defensible 
than  in  the  case  of  buses.  It  is  of  interest  to  note  that  two  cities  in 
Illinois,  two  in  Missouri,  and  one  in  Virginia  vary  the  rate  of  the 
tax  with  the  number  of  vehicles  involved.  The  usual  form  of 
achieving  this  result  is  to  specify  a  flat  rate  for  any  number  of  cabs 
used  by  one  concern  up  to  ten  (or  twenty  or  what  not)  and  an  ad- 
ditional amount  for  each  vehicle  over  that  number. 

TABLE  X 
Basis  of  Municipal  Registration  Taxes  on  T.\xicabs  in  Selected  States 


States 


Number  of  cities  using 


Arkansas 
Illinois 
Kentucky  .    . 
Missouri     .    . 
Nebraska  . 
North  Carolina 
Tennessee.    . 
Virginia 


Total 


Capacity 

As 

Flat 

and 

private 

rate 

number 

I 

I 

7 

I 
I 

II 
4 
5 
3 

2 

7 

I 

10 

35 

I 

Horsepower 

and  Not 

capacity         known 
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There  seems  to  be  less  variation  in  taxicab  rates  from  small  to 
large  cities  than  in  the  case  of  contract  buses.  From  Table  XI  it 
appears  that  the  unweighted  average  rate  in  cities  over  500,000 
population  is  only  $18.12  as  compared  with  $16.67  for  cities  of  less 
than  that  number.  Or,  if  the  twenty-nine  or  under  30,000  and  levy- 
ing a  tax  be  compared  with  the  twenty-six  of  greater  population,  it 
appears  that  the  former  levies  at  an  average  rate  of  $14.31  as  com- 
pared with  $20.19  in  the  latter.  If  the  cities  are  representative,  the 
diiTerence  is  still  great  enough  to  be  significant.  The  same  expla- 
nation as  that  applied  to  contract  buses  is  also  applicable  to  cabs, 
namely,  that  there  is  less  tendency  to  segregate  cabs  for  separate 
taxation  in  the  smaller  cities.  Consequently,  the  average  rate  on 
cabs  in  the  sixteen  cities  of  30,000  or  less  segregating  them  for 
separate  taxation,  is  $22.88,  whereas  the  average  in  the  twenty-one 
cities  of  more  than  30,000  population  is  but  $21.76. 

TABLE  XI 

AvEKAcE  =^  Tax   Imposed  ox  T.wicabs  hv  Munk  itamties 
OF  Different  .Sizes 


i 

Cities  of  population 

i 

1 

io,ooo-      30,000- 
30,000        50,000 

50,000-  ' 
100,000  ', 

over 
I  c  0,000 

Number  reporting  facts           -    .    .    . 

Number  imposing  tax 

.•\verage  rate  in  taxing  cities  .... 
.Average  rate  in  all  cities 

32                12 
29                '° 
$14.31        $23.55 
12.28           19-63 

8 

8 

$21.50 

21.50 

8 

8 

$14.75 

14-75 

*  Unweighted   arithmetical  n.ean. 

Ambul.vxce  Registratiox  T.\xes 

Ambulances  and  hearses  are  taxed  differently  from  privately 
operated  passenger  vehicles  in  about  half  of  the  states.  In  some,  as 
indicated  in  Table  VII,  they  are  exempt;  in  a  few.  all  those  oper- 
ated by  hospitals  are  exempt;  and  in  practically  all.  those  operated 
by  the  public  are  free  from  tax.  In  most  states  which  segregate 
them,  however,  there  is  a  tendency  to  impose  a  somewhat  higher 
rate  than  that  to  which  ordinary  passenger  cars  are  subjected. 

Both  as  to  rates  and  methods  of  taxation,  practice  seems  to  vary 
among  the  states  less  than  in  other  cases.  Those  states  which  segre- 
gate such  vehicles  from  privately  operated  passenger  cars  use  the 
basis  ordinarily  employed  for  trucks  in  no  less  than  seven  cases; 
flat  rates  are  specified  in  six ;  and  various  methods  are  used  in  the 
few  remaining  instances.     Although  the  range  of  rates  is  consider- 
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able,  $1.00  to  S96.00,  about  bait  of  tbe  states  prescribe  between 
$10.00  and  $25.00.  Where  separate  flat  rates  are  provided,  tbev  are 
usually  $15.00.  $20.00  or  $25.00. 

Municipalities  may  levy  registration  taxes  on  ambulances  and 
hearses  in  the  same  states  which  permit  local  contract  bus  taxes,  but 
information  concerning  the  extent  to  which  the  privilege  is  exer- 
cised is  so  meager  as  not  to  justify  separate  analysis.  In  general, 
it  would  appear  that  a  very  large  percentage  of  cities  imposing  local 
licenses  treat  such  vehicles  as  privately  owned  passenger  cars. 

U-»Rivi:-iT  Registr.\tiox  T.\xes 

The  vehicles  listed  in  Table  I  as  "  other  passenger  vehicles  oper- 
ating for  hire  "  include  u-drive-its,'-^  livery  ( or  any where-for-hire 
or  service )  cars,  and  others.  As  representing  these  classes,  the 
taxation  of  rental  cars  is  selected  for  specific  analysis. -- 

Tal)le  \'II  shows  the  amounts  imposed  on  a  typical  vehicle  rented 
without  a  driver  in  each  of  the  several  states.  Ditterences  in  rates 
on  such  cars  and  those  on  taxicabs  result  largely  from  the  generally 
lighter  construction,  lower  value,  and  less  gross  income  produced. 
In  Massachusetts,  however,  the  basis  is  flat  rate  for  taxicabs  and 
seating  capacity  for  u-drive-its.  and  in  North  Carolina  the  flat-rate 
element  in  tlie  tax  is  higher  for  rental  cars  than  for  taxicabs.  Aside 
from  these  details,  the  discussion  of  differences  in  state  methods  of 
taxing  cabs  is  also  applicable  to  drive-yourself  vehicles. 

The  differences  are  somewhat  greater  in  the  municipalities  which 
impose  local  licenses.  Even  in  cities,  a  distinction  between  the  two 
is  drawn  in  only  relatively  few  cases,  as  indicated  in  Tables  \'III 
and  XII;  but  the  character  of  the  distinction,  especially  in  X'irginia 
cities,  is  of  interest.  Whereas  two-thirds  of  those  surveyed  pre- 
scribe flat  rates  for  taxicabs.  five  of  the  nine  i)rovide  rates  on  driver- 
less  cars  which  are  lower  on  the  business  o])erating  a  large  number 
than  on  that  operating  a  small  number  of  vehicles.  On  the  other 
hand,  the  Richmond  ordinance  prescribes  the  regressive  rates  for 
taxicabs  but  not  for  u-drive-its.  The  method  of  taxing  is  the  same 
on  tlie  two  classes  in  Lynchburg.  Roanoke  and  Staunton.  In  most 
of  the  other  states,  as  indicated  in  the  tables,  the  differences  are  not 
great — as  concerns  either  the  basis  or  the  rate  of  taxation.  Most 
of  the  discussion  of  taxicabs  would  consequently,  as  shown  in  Tables 
XII  and  XIII.  be  ai)plicable  to  driverless  cars.-"' 

-1  .\  u-drive-it  may  be  designated  variously  as  rent-a-car,  tlrive-yourself. 
rental  car,  driverless  car,  or  otherwise.  It  is  a  vehicle  maintained  for  rent 
without  a  driver. 

--  It  must  be  admitted  that  it  is  not  exactly  typical  of  the  grouji,  for  it 
is  the  division  that  is  most  frequently  segregated  for  special  taxation. 

-^  The  seeming  large  differences  in  Illinois,  Kentucky,  N'orth  Carolina,  and 
Tennessee   are,   in   some   cases,    the   results   of   differentiation    in    one    or   two 
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TABLE  XII  '»?' 

Aveh,\i;e  Municipal  Ljcense  Taxes  on  Passenger  Vehicles  for  Hire 
Without  a  Driver  in  Selected  States  * 


Arkansas 
Illinois 
Kentucky. 
Missouri    .    . 
Nebraska 
North  CaroliiK 
Tennessee 
Virginia     .    . 


Average  (or  total ) 


Num 

)tt   nt 

■  :-'            *• 

cuies  reporiini; 

Average 

rati  on 

typical 

vehicle 

:     A  tax 

No  tax 

)n  cities 

imposed 

imposed 

imposing 
tax 

2 

O 

$26.48 

21 

3 

10.36 

4 

I 

10  91 

6 

o 

14.48 

3 

o 

347 

6 

I 

4-27 

3 

o 

578 

9 

o 

20.78 

54 

5 

$11. 4> 

.Average 
rale  on 
typical 
vehicles 
in  all  cities 
reporting 


B26  48 

10.17 

9.90 

14.48 

3-47 

3-91 

5-78 

20.78 


$1  I   28 


Per  ceiit 
of  urban 
population 
(in  cities 
of  10,000 
population 
and  over) 
represented 


67.6 

75-3 
34.8 
96.6 
56. S 
80.1 
94.0 


74-  I 


*A  "typical  vehicle"  is  defined  in  Table  \ll.  Averages  are  arithmetical 
means  weighted  on  the  basis  of  population  assuming  that  the  data  for  each 
state  are  representative  of  all  cities  of  over  10,000  population  in  that  state. 

TABLE  XIII 

Total  Special  License  and  Occup.\tion  Taxes  on  a  Typical  Auto.m  ibile 

iiiK  Rent  Without  .\  Driver  in  Selected  States  Permitting 

Municipal  Recistration  Charges  * 


Average 

Aver;igc 

.Avciage 

M.ne 

.state  tax 

city   tax 

total  tax 

Arkansa.- 

$27.50 

$26.48 

$54.98 

Illm.is 

800 

10.17 

IS. 17 

Kentucky                      ... 

21.25 

9.90 

31.15 

Missouri       .         .                 .... 

14.48 

Neliraska 

8.00 

3-47 

11.47 

North  Camlina                 . 

28.75 

3  91 

32.66 

Tennessee                              .    . 

21.50 

578 

27.28 

Virginia                 .    .    . 

3900 

20  78 

59.78 

*  Taken  from  Tables  \'  1 1 
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cities.  Chicago  accounts  for  almost  all  the  tiifference  in  Illinois,  and  Meni- 
jihis  for  all  of  it  in  Tennessee.  There  is  more  fre(|uent  dift'erentiation  in 
Kentucky  and  North  Carolina. 


TABLE  XTV 

Comparisons  of  Special  Taxes  on  A'akioi  s  Classes  of  Tricks 
Equipped  with  Pnelmatic  Tires,  1929 


Vehicles 

W-hi 

■1l>  o|  erated 

privately 

Vehicles  for  hire — not 

a> 

iiitfnirl.at) 

operated 

common  carriers 

ciiiiiin  in  carriers 

Gasoline 
tax  same 

State 

for  all 

Special 

Special 

Li- 

Total 

license  or 

Add 

Total 

license  or 

Add 

Total 

cense 

special 

franchise 

ordinary 

special 

franchise 

ordinary 

special 

taxes 

tax 

license  ? 

taxes 

tax 

license? 

taxes 

Alabama   .    . 

$100 

$52 

$152 

$52 

$152 

$110 

$52 

$162 

Arizona     .    . 

100 

3 

103 

30 

■$3 

^33 

375 

33 

508 

Arkansas 

125 

125 

250 

188 

3'3 

600 

i88« 

913 

California  "  .  ■ 

75 

43 

118 

43 

118 

600 

43 

718 

Colorado 

100*' 

25 

125 

25 

125 

800= 

25 

925 

Connecticut  . 

50 

55 

105 

55 

105 

55 

105 

Delaware  ". 

75 

52 

127 

52 

127 

52 

127 

Dist.  Col  . 

50 

I 

51 

I 

5' 

I 

51 

Florida "    .    . 

125 

105 

230 

195 

320 

195 

320 

Georgia"  .    . 

"3 

53 

166 

53 

166 

53 

166 

Idaho 

100 

65 

16S 

52^ 

65 

217 

52^ 

65 

217 

Illinois 

75" 

75 

150 

75 

150 

130 

75 

280 

Indiana 

100' 

35 

135 

35 

135 

35 

135 

Iowa .    . 

50 

100 

150 

loo 

150 

168 

100 

318 

Kansas 

75'^ 

45 

120 

45 

.    .           120 

140 

45 

260 

Kentucky.  .  . 

125 

95 

220 

95 

* 

220 

95 

220 

Louisiana   ■  . 

100 

146 

246 

210 

310 

210 

310 

Maine 

100 

55 

■55 

55 

'55 

55 

155 

Maryland 

100 

10 

no 

3 

10 

113 

130 

230 

Massachuseit- 

50 

20 

70 

20 

70 

20 

70 

Michigan 

75 

88 

163 

88 

163 

71- 

88 

234 

Minnesota. 

50 

108 

158 

108 

•58 

108' 

158 

Mississipjii.   . 

125 

04 

219 

I41 

360 

141^ 

360 

Missouri    . 

50 

18 

68 

18 

68 

18 

68 

Montana    . 

125 

38 

163 

38 

163 

10 

38 

173 

Nebraska  .    . 

IDG 

\2 

112 

12 

112 

12 

112 

Nevada 

100 

3^ 

'39 

170 

39 

309 

170 

39 

309 

N.  Hampshire 

100 

78 

178 

78 

178 

78 

, 

178 

New   Jersey  . 

50 

48 

.8 

48 

98 

48 

98 

New  Mexico. 

125 

104 

229 

104 

229 

100 

52 

277 

New  York.  . 

50' 

56 

106 

56 

106 

56 

106 

N.  Carolina 

125"' 

100 

22^ 

loo 

225 

900 

1025 

N.  Dakota.  . 

75 

82 

'57 

45 

82 

202 

35-' 

82 

192 

Ohio  . 

TOO 

70 

170 

loo" 

200 

140 

240 

Oklahoma.    . 

100 

80 

I  So 

80 

180 

20 

80 

200 

Oregon  . 

100 

56 

156 

71 

'7' 

300 

71" 

471 

Pennsylvania. 

loor 

63 

'63 

63 

>e3 

63 

163 

Rhode  Island 

50 

40 

90 

40 

90 

40 

90 

S   Carolina    . 

15c-'' 

60 

210 

60 

210 

406'' 

556 

S.   Dakota. 

100 

35 

'35 

35 

•  35 

35 

135 

Tennessee.    . 

125^ 

35 

160 

35 

160 

30 

35 

190 

Texas  ^  .  .    . 

75 

83 

15S 

'^3 

158 

83 

158 

Utah 

88 

40 

128 

133" 

40 

261 

'33° 

40 

261 

Vermont    .    . 

100 

lot 

204 

104 

204 

104 

204 

Virginia     .    . 

125 

60 

18s 

40 

60 

22s 

120 

245 

Washington. . 

75' 

63 

'38 

63 

'38 

150" 

63 

288 

West  Virginia 

100 

56 

'56 

112 

212 

75 

175 

Wisconsin  "  . 

50 

25 

75 

25           •    • 

75 

40 

25 

"5 

Wyoming  .  . 

100 

50 

150 

50 

150 

30 

5c 

180 

(506) 


See  following  page  for  footnotes  to  table. 
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*  The  following  assumptions  were  made  in  computing  these  fees :  chassis 
weight,  5,000  lbs. ;  net  weight,  7,000  lbs. ;  capacity,  6,000  lbs. ;  gross  weight. 
13.000  lijs. ;  30  horsepower;  value,  $4,500;  total  tire  width,  30  in.;  annual 
mileage,  10,000;  annual  gross  income,  $15,000;  total  gasoline  consumption, 
2,500  gallons. 

'">  Here  the  amount  to  be  added  is  that  assessed  on  other  vehicles  for  hire. 

^  Effective  May  i. 

'^Assuming  an  average  load  of  two  tons.  See  note  x.  Table  II  for  other 
fees  due. 

•'  Add  also  $10.00  for  each  company. 

^  Effective  August   i. 

^  Effective  April   i. 

g  Effective   April   i. 

''  See,  in  addition  to  the  statute.  Rules  and  Regulations  Prescribed  by  the 
Michigan  Public  Utilities  Commission  Governing  Common  Carriers  of  Per- 
sons and  Property  by  Motor  Vehicles  as  Defined  in  Act  Number  2og  of  the 
Public  Acts  of  Nineteen  hundred  twenty-three  of  Michigan.  Second  Issue, 
Sec.  6a. 

i  Add  also  a  filing  fee  of  $50.00  for  each  company. 

J  .\dd  not  to  exceed  $50.00  for  each  company. 

^  Effective  April   i. 

'  Effective   May   i. 

ni  Effective    March  4. 

"  .Add  $30.00  for  each  company.  Compare  Hoard  of  Railroad  Commis- 
sioners, Rules  and  Regulations,  Rules  3- A. 

o  These  vehicles  are  public  utilities  under  the  Ohio  law.  but  do  not  operate 
over  fixed  routes. 

I'  Effective   July   i. 

•I  Effective  March   17. 

'■  National  Automobile  Chamber  of  Commerce,  Facts  and  Figures  of  the 
Automobile  Industry.  1929,  p.  79. 

*  Effective   February   16. 
t  Effective  July    i. 

"  Include  also  application  fee  of  $25.00  a  company. 

■^'  Effective   .\pril    I. 

^*'  Data  for  1929  not  available.      Figures  are  for  end  of  1928. 

^  Gasoline  tax  rate  for  1929  shown. 


TABLK  XV 

Comparisons  of  Si'eciai.  Taxes  on  X'akious  Classes  of  Trucks  Equipped  wnii  Solid  Tires 

1929 


Stale- 


Alabama    . 
Arizona  •  . 
Arkansas 
California  ^' 
Colorado   . 
Connecticut 
Delaware  " 
Dist.  Col  . 
Florida  " 
Georgia ""  . 
Idaho     .    . 
Illinois  .    . 
Indiana 
Iowa  . 
Kansas  .    . 
Kentucky  . 
Louisiana  • 
Maine    .    . 
Maryland  . 
Massachuset'? 
Michigan 
Minnesota. 
Mississippi. 
Missouri     . 
Montana    . 
Nebraska   . 
Nevada  . 
N.  Hampshire 
New  Jersey 
New   Mexico. 
New  York . 
N.  Carolina 
N.  Dakota.  . 
Ohio   .  . 
Oklahoma  - 
Oregon   .  . 
Pennsylvania. 
Khode    Island 
S.   Carolina 
S.  Dakota. 
Tennessee  • 
Texas "   . 
Utah   .  .    . 
\'ermont    . 
Nirginia     .    . 
Washington. . 
West  Virginia 
Wisconsin  .  . 
Wyoming   . 


Gasoline 

tax  same 

lor  ail 


$100 

100 

125 

75 

100'' 

50 

75 

50 

12; 


/3 

100' 

50 

758 

125 

100 

100 

100 

50 

75 

50 

125 

50 

125''' 

100 

100 

100 

'o 

125 

50' 

,25  m 

75 
100 
100 
100 

lOQl' 

50 
I  501 
100 
125^ 

75-' 

88 
100 
125 

75^ 

iOO 

50 
100* 


X'ehicles 
privately 
operated 


Li- 

T..lal 

cense 

special 

laxes 

$52 

$1:2 

3 

103 

188 

313 

83 

158 

2; 

125 

72 

122 

I 

140 

53 

7> 

75 

35 

125 

160 

95 
160 


20 

88 

108 

'25 

i.s 

47 
r  2 
39 

104 
48 

130 
56 

135 
82 
70 

80 


53 
120 

35 
35 

•35 
75 

104 
60 
63 
75 
25 
60 


127 


265 
166 

175 
150 

135 

175 
235 
220 
260 
173 
130 
70 

'63 

158 

350 

68 

172 
1 12 

139 

204 

98 

255 
106 
260 

'57 
170 
180 
205 
205 
'03 
270 

'35 
160 
210 

163 

204 
181 
■38 
'75 

75 
ifio 


\'ehicles  for  hire — not 
common  carriers 


Special 

license  or 

f'anchise 

lax 


$52 
60 

2S2 
83 
25 
72 
52 
I 

260 

5j 
52 
75 
35 


160 

95 
260 

73 


88 
108 
18S 

18 

47 

I  2 
170 
104 

48 
130 

56 
135 

45 
100" 

80 
120 
105 

53 
I  20 

3  ■> 

35 

'35 

104 
40 

63 
130 

25 
60 


Add 
ordinary 
license? 


75 


30 


39 


82 


Total 

special 

taxes 


■63 
407 

125 
122 
127 

5' 
3^^5 
166 
227 
150 
135 
'75 
235 
220 
360 
'73 
133 

70 
•63 
158 

438 
bS 
172 
1 12 
30s) 
204 
18 

255 
106 
260 
202 

2CO 
180 
220 
205 


Vehicles  operated 

as  interurban 
common  carriers 


Special 
license  or       Add     '  Total 
franchise   ordinary    special 
tax         license?      taxes 


$160 

375 

boo 

600 

1000'^ 


260 

53 

52- 

130 

35 

330 

140 

95 
260 

73 

130 
20 
7," 

I0<S' 

18 

10 

I  2 
170 
104 

4^ 

ICO 

56 
900 

35" 
140 

20 
300 
105 


'03 

2-0 

53 
SI2'- 

'35 
160 

35 
3" 

21c 
261"^ 

135 
i3J° 

204 

104 

225 

120 

'38 

150" 

250 

75 

75 

40 

100 

30 

$52 

33 

282^ 

8^ 


75 
75 


160 


88 

47 
39 

65 

82 

'  So 
I  20" 


40 


63 


60 


(508) 


See  following  page  for  footnotes  to  table. 
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*  The  fullowing  assumptions  were  made  in  computing  these  fees.  Chassis 
weight,  5,000  lbs.;  net  weight,  7,000  lbs.;  capacity,  6,000  lbs.;  gross  weight, 
13,000  lbs.;  30  horsepower;  value,  $4,500;  total  tire  width,  30  inches;  annual 
mileage,  10,000;  annual  gross  income,  $15,000;  total  gasoline  consumption, 
2,500  gallons. 

"  Here  the  amount  to  be  added  is  that  assessed  on  other   vehicles   for  hire. 

b  Effective   May   i. 

•^  Assuming  an  average  load  of  two  tons.  See  note  x,  Table  II  for  other 
fees  due. 

''  -Add  also  $10  for  each  company-. 

e  Effective   August   i. 

f  Effective  April  i. 

e  Effective  April  i. 

'1  See,  in  addition  to  the  statute.  Rules  and  Regulations  Prescribed  by  the 
Michigan  Public  Utilities  Commission  Governing  Common  Carriers  of  Per- 
sons and  Property  by  Motor  Vehicles  as  Defined  in  Act  Number  20Q  of  the 
Public  Acts  of  Nineteen  hundred  tiventy-three  of  Michigan.  Second  Issue, 
Sec.  6a. 

i  Add  also  a  filing  fee  of  $50.00  for  each  company. 

J  Add  not  to  exceed  $50.00  for  each  company. 

^  Effective   .April    i. 

'  Effective   May   i. 

•"  Effective   March  4. 

"  Add  $30  for  each  company.  Compare  Board  of  Railroad  Commissioners, 
Rides  and  Regulations.  Rules  3-A. 

"  These  vehicles  are  public  utilities  under  the  Ohio  law  but  do  not  operate 
over  fixed   routes. 

V  Effective  July   i. 

•^i  Present  rate  effective  March  17. 

"■  National  .Automobile  Chamber  of  Commerce,  Facts  and  Figures  of  the 
Automobile  Industry,  iqiq,  p.  jq. 

^  Effective   February   16. 

t  Effective  July   i. 

"  Include  also  application  fee  of  $25.00  for  each  company. 

■»■  Effective  April   i. 

■^  Data  for  iq2q  not  available.     Figures  are  for  end  of  1928. 

'^  Gasoline  tax  as  of  igaq. 
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Special  Registration  Taxes  ox  Coxtract  Trucks 

Tables  XIV  and  XV^  reveal  that  contract  property  carriers  are. 
on  the  average,  taxed  somewhat  more  heavily  than  privately  oper- 
ated vehicles,  though  in  more  than  half  the  states  there  is  no  differ- 
ence. Where  there  is  a  distinction,  such  vehicles  are  often  taxed 
as  are  common  carriers.  In  Arizona,  Arkansas.  Oregon,  and  Vir- 
ginia there  is  an  intermediate  rate,  while  in  North  Dakota  and  West 
Virginia  the  contract  rate  is  actually  heavier  than  that  for  public 
utilities.  Less  frequent  differentiation  of  contract  trucks  than  of 
contract  buses  from  common  carriers  may  result  from:  (a)  similar- 
ity between  the  work  of  many  contract  trucks  and  common  carriers; 

(b)  the  already  relatively  heavy  taxes  on  trucks  of  all  classes;  and 

(c)  the    tardiness    of    legislatures    in    classifying    common-carrier 
trucks  for  regulation  as  public  utilities. 

To  what  .has  already  been  said  concerning  the  confusion  in 
methods  of  taxation  shown  in  Table  III,  it  should  be  added  that, 
whereas  tires  are  a  most  significant  element  in  road  destruction.-^ 
only  a  minority  of  the  states  provide  for  any  differentiation  on  that 
basis,  and  a  comparison  of  Tables  XIV  and  XV  makes  it  clear  that 
none  of  tliem  make  anything  approaching  the  amount  of  distinction 
which  is  obviously  desirable,  .\nother  important  fact,  not  disclosed 
in  the  tal)les,  however,  is  that  generally  the  states  have  over-taxed 
light-weight  vehicles  in  proportion  to  the  rates  imposed  on  heavy 
ones. 

One  of  the  most  interesting  things  revealed  in  Table  XVI,  in 
view  of  the  apparent  tendency  for  cities  to  differentiate  between 
taxicabs  and  other  passenger  cars,  is  the  meager  extent  to  which 
transfer  and  other  similarly  employed  trucks  are  segregated  for 
heavier  taxation  than  jjrivately  operated  vehicles.  Only  fifteen 
cities,  out  of  the  forty-nine  for  which  data  are  available,  draw  a 
distinction  between  the  two  classes.  It  is  of  interest  also  that  the 
bases  on  which  the  municipal  tax  is  computed  are  very  much  less 
varied  than  those  on  which  state  taxes  are  calculated.  Of  the  cities 
reporting,  sixteen  levy  a  flat  rate,  twenty-five  a  rate  based  on  carry- 
ing capacity,  three  a  tax  based  on  horsepower,  and  one  an  amount 
based  on  gross  weight  of  the  vehicle  and  load. 

A  comparison  of  Tables  VIII  and  XVIl  shows  a  larger  percentage 
or  cities  taxing  cabs  than  trucks  for  hire.  However,  the  average 
rate  on  trucks  is,  in  absolute  terms,  somewhat  heavier  than  that  im- 
posed on  taxicabs  though  the  difference  in  the  size  of  the  "  typical 
vehicles  "  is  negligible.  The  dispersion  of  the  average  rates  for  the 
states  is  relatively  small.  Table  XVI  indicates  too  that  the  rates 
imposed  by  individual  cities  show  relatively  little  tendency  to  be 

-*  See  especially  James  W.  Martin,  "  License  Fee  Properly  .Suiiplements 
Gasoline  Ta.\,"  Engineering  News-Record,  May  5,  1927. 
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TABLE  XVI 

Municipal  Registration  Taxes  on  Transfer  and  Other  Contract 

Trucks  Compared  with  Those  on  Certain  Other  Ct.asses 

or  Vehicles  in  Eight  States 


Rate  ori  * 

Rate 

Population 

Basis 

typical 

applicable 

Rale  on 

City 

of  city 

of  tax 

contract 

to  common 

private 

truck 

carrier 

truck.s 

Arkansas: 

Fort  Smith  .    .    . 

j8,87o 

Flat 

$5 

$5 

$5 

Little  Rock     .    . 

65,142 

Flat 

36 

36 

5 

Illinois: 

Alton                 .    . 

24,682 

Flat 

5 

5 

5 

Blue  Island  .  .    . 

11,424 

Cap. 

12 

12 

12 

Cairo        .... 

15.203 

Flat 

16 

10 

5 

Centralia  .... 

12,491 

Cap. 

12.50 

12.50 

12.50 

Champaign    .  .    . 

15.873 

No  tax 

Chicago            .    . 

2,701,705 

Cap. 

30 

30 

30 

Chicago  Heights. 

19.653 

Cap. 

20 

no 

20 

Danville  . 

33.776 

Flat 

0" 

5 

0 

East  St.  Louis.  . 

66,767 

Cap. 

12.50 

12.50 

12.50 

Elgin        .... 

27.454 

Hp. 

5 

5 

5 

Evanston  .... 

37.234 

Cap. 

20 

20 

20 

Freeport       .    .    . 

19,669 

Hp. 

4 

4 

4 

Granite  City     .    . 

14,757 

Cap. 

25 

25 

15 

Jacksonville     .    . 

15.713 

Cap. 

8 

8 

8 

Kankakee*"  .  .    . 

16,753 

No  tax 

Lincoln    .... 

11,882 

Cap. 

8                   8 

8 

Murphysboro  .    . 

J  0,703 

Information   lacking 

Ottawa    .... 

10,816 

Cap. 

8 

8 

8 

Oak  Park     .    .    . 

39,858 

Flat 

5 

5 

5 

Quincy 

35.978 

Gr.  &  wt. 

5 

5 

5 

Rockford  <=   .    .    . 

65,651 

.    . 

40 

40 

40 

Rock  Island    .    . 

35.177 

Cap. 

6 

6 

6 

Urbana     .... 

10,244 

No  tax 

Waukeegan     .    . 

19,226 

Cap. 

|I5                  15 

15 

Kentucky : 

Ashland    .... 

14.729 

No  tax 

Henderson  .    .    . 

12,169 

Cap. 

25                   25 

25 

Louisville     .    . 

234,891 

Cap. 

15                   15 

15 

Newport  .... 

29.317 

No  tax 

Missouri: 

Cape  Girardeau  . 

10,252 

Flat 

5                   5 

5 

Carthage   .... 

10,068 

5                   5 

5 

Hannibal  .... 

19,306 

Information   lacking 

Joplin 

29,902 

Hp. 

5 

5 

5 

Kansas  City     .    . 

324,410 

Cap. 

7-50 

7-50 

5-50 

St.  Joseph    .    .    . 

77,939 

Cap. 

9.50 

950 

3-50 

*  A   typical  truck   is  one  having  a  capacity   of   1%   tons,   gross   weight   of 
5,000  lbs.,  and  a  30-horsepower  gasoline  engine. 

»  Abolished  1929. 
*>  Abolished   1929. 

•^  Estimate  based  on  data  in  Illinois  Municipal  Rt-view,  July-August,   1926, 
p.  282. 
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TABLE   X\ I— Concluded 


Kate  on 

Rale 

Population 

Basis 

typical 

applicable 

Rale  on 

City 

of  ci:y 

of  tax 

contract 

to  common 

private 

tiuck 

carrier 

in'cks 

Nebraska  : 

Grand   Island  . 

'3-947 

No  tax 

Linciiln     .... 

54,948 

No  tax 

North  Platte    .    . 

10,466 

Hat 

12 

0 

0 

Omaha  .... 

191,601 

Cap. 

3 

3 

3 

North  Carolina: 

Charlotte  ... 

46,33s 

Flat 

25 

25 

Goldsboro    .    . 

I  1,296 

Flat 

15 

None  in  city 

Greensboro  .   . 

19,861 

Flat 

I 

I 

New  Bern     .    . 

12,198 

Flat 

20 

20 

Raleigh    .    .    . 

24.418 

Flat 

Not  re 

ported 

Salisbur)-  .  .    . 

13.884 

No  tax 

Winston  Salem.  . 

48,395 

Cap. 

12.50 

12.50 

d 

Tennessee : 

Knoxville     .    .    . 

77,8>8 

Flat 

I 

I 

I 

Memphis  .... 

'62,351 

Flat 

5 

5 

5 

Nashville  .... 

1 18,342 

Hat 

30 

30 

'5 

Virginia : 

Alexandria''     . 

1 8, 060 

Cap. 

7.50 

7.50 

7.50 

Charlottsville  '^. 

10,688 

Cap. 

7- SO 

7.50 

7.50 

Danville  .... 

2'. 539 

Flat 

45^ 

45     : 

30 

Lynchburg''     .    . 

30,070 

Mat 

35 

35 

20 

Newport  News'* 

35-576 

Cap 

30 

30 

5 

Norfolk    .... 

"5-777 

Cap. 

22.50 

30 

22.50 

Petersburg  "^     .    . 

30,012 

Cap. 

20 

20 

20 

Portsmouth''    . 

.^,387 

Cap. 

36 

36 

36 

Richmond    .    .    ■ 

171,667 

Cap.  &  No. 

19 

15 

15 

Rnanoke  .  .    . 

50.842 

Cap. 

20 

20 

9 

Staunton   . 

10,623 

Cap. 

•5 

'5 

'5 

widely  scattered,  though  the  variation  is  obviously  considerable. 
The  consistently  high  rates  in  Virginia  appear  to  denote  that  the 
Old  Dominion  depends  largely  on  motor  vehicles  as  a  source  ot 
municipal  revenue. 

Table  X\'III  shows  that  contract  trucks,  like  other  classes  or 
vehicles,  are  taxed  more  heavily  in  large  than  in  small  cities  in  the 
eight  states.  If  the  twenty-four  cities  of  more  than  30,(X)0  popula- 
tion l)e  compared  with  the  twenty-eight  of  less  than  that  size,  it 
appears  that  the  average  rate  in  the  former  is  $18.56  as  compared 

^  Data  from  J'irginia  Municipal  Hcricii.',  loc.  cit. 

^  Such  vehicles  are  regulated  as  public  utilities.  It  is  assumed  that  the 
business  license  is  added  to  vehicle  license. 
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with  $10.73  in  the  latter,  making  the  average  approximately  50  per 
cent  higher  in  the  larger  cities. 

I 
TABLE  XVII 

Average  Municipal  Registration  Taxes  of  Coxtract  Trucks 
IN  Selected  States  * 


Xuinl 
cities  re 

er  of 
porting 

States 

.A  tax 
imposed 

No  tax 
inr.poised 

Arkansas  .    . 
Illinois 

2 

20 
2 
6 
2 

6 

3 
II 

o 
4 

2 
O 
2 
I 
O 
0 

9 

Kentucky  .  . 
Missouri    .    . 
Nebraska 
North  Carolina 
Tennessee  .  . 
Virginia     .    . 

Average  (or  to 

al). 

52 

Average 
rate  on 
typical 
contract 
truck  in 
all  cities 
imposing 
a  tax 


Average 
rate  on 
typical 
contract 
truck  in 
all  reporting 
cities 


$26.48 

$26.48 

27.62 

26.97 

1549 

13-15 

7-57 

7-57 

3-47 

2.58 

15.91 

14.46 

12.38 

12-38 

23.50 

23.50 

Per  cent 

of  urban 
population 

(in  cities 
of    10,000 

or  over) 
represented 


67.6 
85.6 
75-3 
34-8 
96.6 
568 
80.1 
1 00.0 


$20.51 


$19-93 


74  9 


*  A  typical  truck  is  defined  in  Table  XVI.  Averages  are  arithmetical 
means  weighted  on  the  basis  of  population,  assuming  the  rates  reported  for 
each  state  representative  of  all  cities  of  over   10,000  population  in  that  state. 

TABLE  XVIII 

Average  *  Tax  Imposed  on  Typical  Contract  Trucks  by 
Municipalities  of  Different  Sizes 


Number  of  cities  reporting  facts 
Number  of  cities  imposing  tax  . 
Average  rate  in  taxing  cities  .  . 
Average  rate  in  all  cities     .    .    . 


10,000- 
30,000 


34 
28 
$10.73 
8. 84 


30,000- 
50,000 


10 

9 
$17.61 

1585 


50,000- 
100,000 


7 
$22.14 

19-37 


100,000 
and  up 


$16.50 
16.50 


Unweighted  arithmetical  mean. 

33 
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TABLE  NIX 

Rates  of  Registration  Tax  Imposed  on  Typical  *  Vehicles  of 

Certain  Classes  in  Municipalities  of  10,000  Population 

OR  Less  ix  Kentucky  and  Virginia 


Gnuracl 

Masses 

Taxicab> 

Contract 

Tiuc  ks 

X'llL.^e 

Basis 

Rate 

Basis 

Rate 

Basis 

Rate 

Kenuic^  y: 

Barl)i)urviile 

Flat 

$10.00 

Flat 

$25  00 

Flat 

$12  50 

Bellcvue    .... 

Hat 

4.00 

Flat 

4.00 

Flat 

4.00 

Burkesville    .    . 

None  imposed 

Cadiz     ... 

Flat 

3.00 

Flat           3.00 

Flat 

7.50 

Carrolllon 

None  imposed 

Catletisburg      .    . 

None  imposed 

Clifton  ... 

None  imposed 

Columbus      .    . 

None  imposed 

Corhin 

None  imposed 

Cynthiana     .    .    . 

No  tax 

Number       10.00 

Cap. 

10. CO 

Earlington    .    .    . 

Flat 

3-75 

Flat            3.73 

Flat 

3-75 

Elkhorn  City 

None  imposed 

Eminence  .... 

None  imposed 

Ft.  Thomas  .    .    . 

None  impo.^ed 

Frankfort  . 

No  t 

3X 

Flat          15.00 

Flat 

10.00 

(jlasgow    .... 

Flat 

25.00 

Flat          25.00 

Flat 

25.00 

tjreenup    ... 

None  imposed 

Harrodsburg 

None  imposed 

Hickman    .... 

Hp. 

5.00 

Hp. 

5.00 

Hp. 

5.00 

Hopkinsville 

Flat 

1500 

Flat 

15.00 

Cap. 

25.00 

Jackson     .    .    . 

Flat 

17.50 

Flat 

17.50 

Cap. 

10.00 

LaGrange     .    .    . 

None  imposed 

Leitchfield        .    . 

None  imposed 

Louisa  .... 

None  imposed 

Manchester  .    .    . 

None  imposed 

Mayfield   .... 

Hp. 

7.00 

Hp.      1     6.00 

Hp. 

7.00 

Morton's  Gap  .    . 

None  imposed 

Pans  .                .    . 

No 

tax                             1 

Cap. 

10.00 

Prestonburg  .  .    . 

None  imposed 

Sturgis   

Flat 

2.50 

Flat            2.50 

Flat 

2.50 

\'ersailles  ... 

No 

tax 

Kate  not  re 

ported 

Whitesburg  .    .    . 

Flat 

10.50 

Hat       :    10.50 

Flat 

10.50 

Wickliffe  .... 

None  imposed 

Winchester  .    .    . 

No  ta 

X 

Rate  not  r 

eported 

Virginia : 

Abingdon      .    .    . 

Flat 

3-50 

Flat       1     3. 50 

Cap. 

12.50 

Ashland    .... 

Flat 

2.00 

Flat      1     2.00 

Flat 

2.00 

Bedford    .... 

Flat 

5.00  , 

Flat 

5.00 

Flat 

5.00 

Blacksburg    .    .    . 

\Vt.  &  Cap. 

60.30 

VVt.  &  Cap. 

15.1,0 

Cap. 

10.50 

Blackstone    .    ;    . 

Flat 

3-75 

Flat 

3-75 

Flat 

3-75 

Boykins     .... 

Flat 

2.50 

Flat 

2.50 

Flat 

2  50 

Bristol       .    .    .    .    j 

Flat 

15.00 

Flat          1 5. CO 

Flat 

10  00 

Cape  Charles    .    .    | 

None  imposed 

*  A   typical  bus  is 

described  i 

n   note 

— ,  Table   II;   a  ty 

pical   taxi 

:ab    in 

note  — ,  Table  VII; 

and  a  typici 

il  contra 

ct  truck  in 

note  *, 

Table  XV 

I. 
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Contract  Busses 


Taxicabs 


Village 


Basis  Rate  Basis       '    Rate 


Chase  City 
Chincoteague 
Clareniont 
Clifton  Forge 
Colonial  Beach . 
Colonial  Heights 
(Jrewe        .    . 
Eastville 
Edinburg  . 
Elkton  .  .    . 
Emporia   .    . 
I'alls  Church 
Farmville  .  . 
Franklin    .    . 
Fredericksburg 
Fries  .... 
Galox        .    . 
Hampton  . 
Harrisonburg 
Ivor   .... 
Kenbridge 
Le.xmgton     . 
Radford   .... 
Richlands 
Rural  Ketredt 
St.  Paul    .    . 
Salem        .    . 
Scottsville 
South  Boston 
South  Norfolk 
Suffolk  .  .    . 
Tappahannock 
Toms  Brook 
Victoria 
Vienna  .  . 
West  Point 
Winchester 
Woodstock 


Flat 

Flat 
Net  wt. 
Flat 
Flat 
Flat 


Flat 

Flat 
Hp. 
Flat 
Flat 
Flat 
Flat 
Net  wt. 
Flat 
F'lat 
Flat 
Flat 
Hp. 
Wt.  &  Cap. 

Hp. 

Hp. 
Hp. 
Flat 
Flat 

Flat 

Flat 
Hp. 
Flat 


$3.00 
No 


1     4 

00 

32 

50 

3 

00 

5 

25  1 

25 

00  1 

10.00 
5.00 

13-50 

2.00 

3.00 

5.00 
2.50 

30-55 

5.00 

2.50 

20.00 

5-25 

9.00 
67.00 

9.00 

11.25 

8.00 
30.00 

2.00 

2.00 

15.00 

10.00 

i;.oo 


Flat 
vehicles 
Flat 
Net  wt. 
Flat 
Flat 
Flat 

None  imposed 
None  imposed 
Not  known 
Flat  10.00 

None  imposed 
Flat 
Hp. 
Flat 
Flat 
Flat 
Flat 
Net  wt. 
Flat 
I         Flat 
I         Cap. 
Flat 
Hp. 
Wt.  &Cap. 
None  imposed 
Hp.  4.60 

No  tax 

Hp.  5.75 

Hp.       1     8.00 

Not  clear 
Flat  2.00 

None  imposed 

Flat  2.00 

None  imposed 
Flat  15.00 

Hp.  5.00 

Flat  5.00 


513.00 

4  00 

10  00 

3-00 

5-25 
25.00 


5.00 
6.90 
2.00 
3.00 
5.00 
2.50 
9.40 
5.00 
2.50 
15.00 
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4.60 

17.67 


Contract  Trucks 

Basis 

Rate 

Flat 

S3. 00 

Cap. 

7.50 

1     Flat 

4  00 

Cap. 

20.00 

Flat 

3.00 

Flat 

5  25 

Flat 

10.00 

Flat      I    10.00 


Cap. 

Hp. 

Flat 

Flat 

Cap. 

Cap. 

Cap. 

Flat 

Flat 

Cap. 

Cap 

Hp. 

Cap. 

Cap. 
Flat 
Cap 
Cap. 

Net  wt. 
Cap. 

Flat 

Flat 
Hp. 
Flat 


10.00 
9.00 
2.00 
3.00 

15.00 
2.50 
5.00 
5.00 
2.50 

15.00 

13.00 
6.00 

11.67 

15.00 
5.00 
10.00 
10.00 
45.00 
3-50 

2.00 

15.00 
6.25 
5  00 


Special  Taxes  Imposed  by  Villages  on  Contract  Vehicles 

Concerning  the  foregoing  discussion — so  far  as  it  is  concerned 
with  municipal  taxes — it  may  be  objected  that  omission  of  munici- 
palities of  less  than  10,000  population  largely  invalidates  the  find- 
ings. There  is  a  two-fold  answer.  The  cities  of  more  than  10,000 
population  include  more  than  80  per  cent  of  all  urban  population  in 
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these  eight  states,  and  probably  well  over  90  per  cent  of  contract 
vehicles.  In  the  second  place,  a  study  of  the  situation  in  several 
cities  of  less  than  10,000  population  has  been  made  in  two  states, 
Kentucky  and  Virginia,  by  way  of  providing  a  sample  of  practice 
in  smaller  municipaliites.-''  The  data  in  Table  XIX  are  in  many 
instances  inapplicable  to  any  existing  vehicle,  but  are  descriptive  of 
the  tax  which,  under  present  ordinances,  would  be  imposed  were 
there  vehicles  of  each  class  in  the  municipality.  In  practically  all, 
there  are  actually  transfer  or  other  trucks  for  hire ;  in  the  larger 
villages,  there  are  taxicabs ;  but  only  occasionally  are  there  any 
contract  buses. 

If  Kentucky  and  Virginia  municipalities  are  at  all  typical,  the 
eighty  towns  (thirty-four  in  Kentucky  and  forty-six  in  Virginia) 
ought  to  give  some  statistical  indication  of  what  rates  may  be  ex- 
pected in  smaller  incorporated  places.  It  appears  from  Table  XIX 
that  no  rate  in  excess  of  $25.00  has  been  deliberately  imposed  on 
passenger  vehicles,  and  in  only  one  case  on  trucks.  In  Blacksburg 
and  other  places  where  the  rate  on  buses  would  exceed  that  amount, 
the  ordinances  have  been  drawn  without  any  separate  consideration 
of  very  large  passenger  cars.  In  the  fifty-two  villages  imposing  a 
tax  on  contract  trucks,  to  take  a  reasonably  realistic  example,  the 
average-"  rate  is  $9.11.  It  is  to  be  observed  that  all  very  large 
cities  appear  to  impose  a  tax  while,  in  this  group,  only  about  two- 
thirds  do  so.  The  apparent  tendency  to  impose  higher  rates  in 
larger  cities  appears  to  be  maintained  in  villages  of  10,000  or  less. 
as  evidenced  by  the  fact  that  of  the  twenty-seven  of  less  than  2.500 
population  the  average  rate  is  $6.88;  of  the  eleven  of  between  2,500 
and  5,000  population,  it  is  $11.75;  and  of  the  thirteen  between  5,000 
and  10,000,  it  is  $11.87.  It  is  of  interest  that  only  seven  villages 
draw  any  distinction  between  privately  operated  vehicles  and  those 
for  hire.  Four,  three  in  Kentucky  and  one  in  V'irginia.  tax  only 
the  latter;  three,  all  in  Virginia,  tax  them  at  a  higher  rate. 

General  Cox  si  derations 

Drivers  of  vehicles  for  hire  are  licensed  in  thirty-eight  states  and 
the  District  of  Columbia  and  often  in  municipalities.  Of  the  thirty- 
three  cities  from  which  information  on  this  point  has  been  obtained, 
nineteen,  or  57.6  per  cent,  report  that  a  fee  must  be  paid,  sometimes, 
however,  only  by  drivers  of  passenger  cars.  In  Chicago,  for  ex- 
ample, each  ■■  public  passenger  "  driver  must  pay  a  fee  of  $5.00  plus 

-■''  The  material  for  \'irginia  has  been  collected  and  made  available  by  the 
Virginia  League  of  Municipalities  (see  Virginia  Municipal  Review,  Decem- 
ber, 1928).  That  for  Kentucky  has  been  gathered  directly  from  officials  in 
the  cities  concerned.  The  tabulation  is  subject  to  some  error  of  interpreta- 
tion, though  every  effort  has  been  made  to  secure  accurate  figures. 

-•^  Averages  used  here  are  unweighted  arithmetical  means. 
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an  annual  renewal  charge  of  $3.00,  though  no  license  requirement 
is  imposed  on  truck  drivers  of  any  class.  The  amount  of  the  charge 
is  normally  $1.00,  though  a  numher  of  cities  and  states  charge  more 
and  one  state  less.  No  instance  in  which  more  than  $5.00  is  charged 
is  known.     The  total  revenue  raised  thus  is  apparently  not  great. 

The  amount  and  disposition  of  the  receipts  from  state  taxation  of 
motor  transportation  are  familiar,  though  no  adequate  investiga- 
tions have  been  made  of  the  distribution  of  the  burden  between 
various  classes  of  vehicles.  On  the  other  hand,  there  is  practically 
nothing  in  published  literature  concerning  the  volume  of  use  of 
municipal  revenues.  It  may  perhaps  be  worth  while  to  introduce 
such  meager  data  as  it  has  been  possible  to  collect  on  these  points. 

Statistics  for  eight  states  -•  show  yields  for  contract  vehicles 
separately.  If  these  figures  be  considered  in  connection  with  avail- 
able data  for  municipalities,-*  it  appears  that  roughly  4.0  per  cent 
of  the  state  and  5.5  per  cent  of  the  city  revenues  are  derived  from 
taxicabs,  u-drive-its.  funeral  cars,  livery  vehicles,  and  contract  buses 
and  trucks,  where  municipal  licenses  on  all  kinds  of  vehicles  may 
be  imposed.  If  that  proportion  be  assumed  and  if,  as  appears  to  be 
the  case,  municipal  revenue  from  motor  vehicles  is  approximately 
in  proportion  to  population,  a  reasonably  accurate  estimate  of  total 
state  and  municipal  receipts  from  contract  carriers  is  possible. 

The  forty-nine  cities  reporting  municipal  motor-tax  collections 
have  an  aggregate  population  of  4,753,442  out  of  a  total  urban  popu- 
lation in  the  eight  states  amounting  to  9.094,982.  On  the  basis  of 
the  urban  population  in  six  other  states  -^  which  permit  taxation  of 
all  classes  of  vehicles  by  municipalities  and  the  seven  -^^  which 
authorize  special  excises  on  vehicles  for  hire  it  may  be  estimated 
that  the  revenues  on  contract  carriers  in  these  twenty-one  states 
would  amount  to  about  $1,550,000.  If  the  states  for  which  data  are 
available  are  typical,  the  4  per  cent  of  total  registration  taxes  im- 
posed by  the  states  would  total  roughly  $12,900,000.  That  is  to  say, 
aggregate  municipal  and  state  license  and  other  special  taxes — not 
including  gas  taxes— imposed  on  the  640.000  vehicles  enumerated  in 
Table  I  approximates  something  like  $14,450,000. 

As  to  the  use  that  is  made  of  motor  revenues,  nothing  concerning 
the  practice  of  the  several  states  need  be  said;  but  a  word  about 
municipal  practice  may  not  be  amiss.  The  state  law  authorizing 
the  Illinois  tax  requires  that  all  revenue  be  used  for  streets,  but  re- 
ceipts from  vehicles  for  hire  may  be  used  for  general  city  purposes. 

-"  Alabama,  Connecticut,  District  of  Columbia,  New  Jersej',  Oregon,  Rhode 
Island,  Washington,  and  West  Virginia. 

-^  Reasonably  complete  figures   for  eight  cities  have  been  collected. 

-"  Arizona,  California,  Nevada,  Oklahoma,  Washington,  and  Wyoming. 

3"  Delaware,  Indiana,  Iowa,  Mississippi,  Ohio,  Oregon,  and  Te.\as. 
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Many  of  the  thirty  Illinois  cities  tax  certain  vehicles,  especially 
taxicabs,  for  general  purposes.  Of  the  forty  cities  in  other  states 
which  reported  local  practice,  it  appears  that  only  eleven  definitely 
earmark  revenues  for  streets,  though  many  apparently  use  the  money 
for  highways.  Some  appropriate  the  motor-vehicle  receipts  for 
other  specified  purposes,  as  debt  service,  police  department,  fire  de- 
partment, education,  etc. 

It  should  be  said,  in  conclusion,  that  the  whole  problem  of  gaso- 
line taxation  has  been  ignored  in  this  study,  except  to  the  extent 
that  it  is  introduced  into  Tables  II,  XIV  and  XV.  A  number  of 
municipalities  levy  on  fuels,  but  no  one  has  given  serious  effort  to 
finding  out  the  extent  or  results  of  the  taxes. 

An  attempt  has  been  made  to  find  out  the  present  situation  with 
regard  to  the  taxation  of  vehicles  for  hire  which  are  not  typically 
regulated  as  public  utilities.  It  has  been  found  that  the  practice  of 
imposing  taxes  at  a  higher  rate  than  on  privately  operated  vehicles 
is  general,  especially  as  regards  passenger  cars.  It  appears  that  the 
higher  rates  are  based  on  one  or  both  of  two  considerations:  (a) 
such  vehicles  should  pay  a  special  franchise  tax  for  the  privilege 
ot  using  the  highways  as  a  place  of  business,  or  (b)  they  are  as- 
sumed to  use  the  roads  and  streets  more  continuously  than  do  pri- 
vately operated  motor  cars,  and  should  consequently  pay  a  higher 
tax  for  the  privilege.  When  it  is  considered  that  many  businesses 
employ  privately  owned  vehicles  operated  on  the  public  highways  as 
a  means  of  securing  profits,  the  argument  for  higher  taxation  based 
on  the  special  franchise  theory  is  decidedly  enfeebled.^^  As  to  the 
second  assigned  reason,  there  are  available  no  adequate  data  for 
determining  whether  it  is  actually  true  that  such  contract  carriers 
use  the  roads  more  than  other  vehicles.  Even  if  the  proposition 
were  established,  the  universal  employment  of  the  gasoline  tax, 
which  varies  with  road  use,  would  seem  materially  to  weaken  the 
argument  for  higher  registration  taxes  on  this  ground.  It  has  also 
been  shown  that  there  is  no  agreement  as  to  the  bases  on  which 
taxes  should  be  levied,  in  spite  of  the  able  work  of  the  National  Tax 
Association,"-  in  behalf  of  simplicity  and  uniformity.  It  is  ap- 
parent from  the  facts  presented  that  cities  and  towns  impose  a 
burden  on  motor  contract  carriers  which,  though  it  has  usually  been 
ignored,  is  ])y  no  means  negligible. 

Chairman  Harvey:  There  is  opportunity  for  a  brief  discussion 
of  this  subject  before  we  turn  to  other  business. 

31  The  Final  Report  of  the  California  Tax  Commission  (1929)  seems  to 
favor  the  theory  rather  definitely  (pp.  106-107). 

32  Jacob  Viner  (Chairman  of  the  Committee),  "Problems  of  Highway 
Finance,"  National  Tax  Association,  Proceedings  of  the  Seventeenth  Annual 
Conference,  1924,  pp.  411-432. 
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Henry  F.  Walradt  (Ohio)  :  I  wish  to  agree  with  the  recom- 
mendation made  in  the  minority  report,  that  this  study  be  continued. 
I  beHeve  that  the  conclusion  that  there  should  be  three  payments 
made  by  this  form  of  business  is  correct,  but  I  do  not  believe 
that  the  method  of  deriving  the  amount  is  sound;  in  fact,  I  think 
that  some  of  the  theory  is  very  unsound,  and  I  want  to  take  up 
some  of  those  particular  points. 

In  the  first  place,  I  think  we  should  keep  clearly  in  mind  the 
different  purposes  of  these  three  different  payments,  namely,  the 
license  tax,  the  gasoline  tax,  and  the  business  tax. 

I  believe  that  the  license  tax  is  not  merely  a  regulatory  fee.  I 
believe  that  it  should  supplement  the  gasoline  tax  as  a  means  of 
ascertaining  the  fair  amount  which  should  be  contributed  for  the 
maintenance  and  construction  of  roads  by  automobiles. 

The  gasoline  tax  fairly  measures  the  use  of  the  road.  Mileage 
represents  pretty  clearly  how  much  a  person  has  used  the  road,  the 
number  of  miles  he  has  driven,  and  the  more  miles  he  drives,  the 
more  gasoline  he  consumes. 

The  gasoline  tax.  however,  is  inapt,  as  regards  weight  and  as 
regards  the  type  of  tire.  Consequently,  the  gasoline  tax  should  be 
supplemented  by  a  license  tax,  so  that  the  sum  total  of  the  payments 
will  bring  about  an  equitable  distribution  of  the  burden  of  main- 
taining and  constructing  roads,  so  far  as  the  automobile  user  is 
concerned. 

Now,  the  report  suggests  that  the  business  tax  on  these  motor 
buses  and  trucks  should  be  for  the  maintenance  and  construction  of 
the  highways.  I  believe  that  the  business  tax  on  such  business 
should  be  the  same  as  the  business  tax  on  all  other  kinds  of  busi- 
ness. We  tax  public  utilities  of  different  kinds;  we  have  our  cor- 
poration taxes,  these  taxes  being  collected  by  the  state  and  going 
into  the  general  revenue  of  the  state  and  being  used  for  state  pur- 
poses. I  think,  therefore,  that  this  business  tax  should  be  kept 
distinct  from  the  other  two.  It  has  nothing  whatever  to  do  with  the 
cost  of  and  maintenance  of  roads. 

Now,  as  to  computation  of  the  tax:  The  report  arrives  at  the 
conclusion  that  there  should  be  approximately  a  tax  of  16  per  cent 
on  gross  receipts.  In  arriving  at  that  conclusion  it  was  stated  that 
the  total  taxes  on  railroads  amount  to  about  6  per  cent  of  gross 
receipts.  The  first  assumption  is,  then,  that  the  motor  buses  should 
also  pay  6  per  cent  on  gross  receipts.  Whenever  we  make  use  of 
a  tax  on  gross  receipts,  recognition  must  be  taken  into  account  of 
the  different  types  of  business.  The  ratio  of  net  to  gross  receipts 
varies,  and  if  we  are  to  have  an  equal  burden  on  various  types  of 
business,  using  a  gross-receipts  tax,  it  is  necessary  to  vary  the  rates. 
No  evidence  is  given  in  the  report  that  the  ratio  of  net  receipts  in 
the  case  of  this  type  of  business  is  the  same  as  in  the  case  of  rail- 
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roads.  Unless  such  evidence  is  presented  I  do  not  believe  we  should 
accept  this  first  assumption,  that  since  the  railroads  pay  approxi- 
mately 6  per  cent  on  gross  receipts,  the  motor  business  should  also 
pay  6  per  cent  on  gross  receipts. 

The  second  part  of  it.  the  additional  ten  per  cent,  was  arrived  at 
by  trying  to  find  out  what  the  cost  of  maintaining  and  constructing 
the  right  of  way  of  private  railroads  is,  and  then  saying  that  to 
equalize  the  burden,  make  competition  fair,  we  should  cause  the 
motor-bus  lines  to  pay  taxes  in  an  amount  equal  to  this  much,  so  the 
motor-bus  lines  will  derive  no  advantage  from  the  fact  that  they 
are  making  use  of  the  public  highways. 

Taxes  are  not  levied  for  ihe  purpose  of  equalizing  the  cost  of 
doing  business.  If  one  or  the  other  method  of  doing  business  can 
operate  at  a  lower  cost  than  the  other,  they  should  be  permitted  to 
dc  so,  and  the  public  gets  the  advantage  of  it. 

I  do  not  see  what  this  has  to  do  with  the  problem  of  trying  to 
equalize  the  cost  of  taxes,  plus  the  maintenance  of  right  of  way, 
and  I  believe  trying  to  do  that  is  false  in  principle. 

The  report  states  that  1/25  of  the  total  number  of  automobiles 
consists  of  motor  buses  and  trucks,  and  uses  that  figure  as  a  basis 
of  apportionment  of  the  cost  of  highways  to  the  motor-bus  lines 
and  trucks. 

Reverting  to  the  first  part  of  my  remarks,  here  is  an  attempt,  you 
see,  to  apply  to  a  business  tax  the  cost  of  maintaining  roads  and  a 
method  of  finding  it.  I  believe  that  the  gasoline  tax  plus  your 
license  tax,  does  that,  and  that  is  the  purpose  of  those  two  taxes^ 
I  believe  it  is  a  better  method.  If  this  figure  is  correct,  that  1/25 
of  the  total  automobiles  are  buses  and  trucks,  that  does  not  show 
the  use  of  the  road.  Many  others  may  make  similar  use  of  the 
road,  are  making  constant  use  of  the  road,  and  the  best  method  of 
ascertainment,  how  much  they  are  making  use  of  the  road  is  the 
gasoline  tax,  not  the  number. 

Therefore,  when  we  arrive  at  the  total  cost  of  maintaining  the 
right  of  way  for  the  railroads,  and  add  to  that  about  6  per  cent  for 
gross  receipts,  they  conclude  you  should  have  a  16  per  cent  gross 
receipts  tax. 

I  trust  the  committee  may  be  continued,  and  that  the  subject  be 
given  further  study  and  that  sufficient  evidence  be  given  as  to  why 
they  arrive  at  a  definite  figure  for  the  tax. 

Charles  J.  Bullock:  This  is  one  of  the  most  important  and  in- 
teresting developments  of  recent  years  that  we  are  discussing  this 
morning.  In  the  case  of  taxes  levied  upon  motor  cars  or  trucks 
and  buses,  we  have  a  very  striking  instance  of  return  into  the  realm 
of  practical  tax  legislation ;  of  a  tax  that  can  be  made,  by  and  large, 
to  square  with  the  ability  principle,  but  is  generally  justified  by  the 
principle  of  benefits,  and  very  properly  so. 
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You  have  had  this  situation  substantially :  A  generation  ago, 
when  our  states  undertook  to  improve  their  highways,  and  a  well- 
designed  and  constructed  macadam  road  was  the  last  word  in  high- 
way transportation,  it  required  in  the  State  of  Massachusetts  some- 
thing like  six  or  seven  thousand  dollars  a  mile  to  build  a  state  high- 
road of  the  best  description.  Then  came  along  the  motor  car,  which 
just  removed  the  surface  of  those  state  highways  and  blew  it  into 
the  faces  of  passersby,  and  pretty  soon  we  were  experimenting  with 
improved  surfaces  and  spending,  say,  $12,000  a  mile,  just  because 
the  motor  car  had  come  along.  Then  we  looked  around  and  said, 
"  These  people  are  making  us  spend  a  lot  of  money  that  we  would 
not  otherwise  have  to  spend,"  and  we  began  increasing  our  regis- 
tration fee,  so  as  to  make  that  pay  a  part,  at  least,  of  the  damage 
done  to  our  highways  and  a  part  of  the  burden  that  would  otherwise 
have  been  forced  wholly  upon  property  owners,  many  of  whom  did 
not  own  motor  cars  and  didn't  use  the  highways  that  way.  We 
adopted  definitely  the  benefit  principle  of  taxation,  making  people 
pay  for  what  they  got,  which  was  their  right — for  stripping  off  the 
surface  of  our  improved  macadam  roads  and  blowing  it  in  every- 
body's face. 

Well,  then  came  the  motor  truck  and  the  motor  bus.  If  we  had 
had  nothing  but  the  motor  car  to  deal  with,  on  a  level  of  prewar 
costs  of  construction,  our  state  highways  need  never  cost  over  twelve 
or  fifteen  thousand  dollars  a  mile,  or  roughly.  I  haven't  the  exact 
figures  in  mind.  I  have  them  in  my  notes  in  Cambridge.  But  the 
motor  truck  and  the  motor  bus  introduced  a  new  element. 

In  the  first  place  these  perfectly  good  macadam  roads,  with  a  hard 
surface  that  was  sufficient  to  stand  the  suction  of  the  tires  on  the 
rapidly  moving  motor  cars,  were  knocked  into  bits,  and  we  had  to 
reconstruct  our  roads  again.  What  the  cost  would  have  been  in 
terms  of  prewar  cost  I  do  not  know.  We  did  not  really  face  that 
problem  until  after  the  war.  During  the  war  we  let  these  trucks 
and  motor  buses  knock  our  roads  into  bits,  and  then  in  1919  and 
1920.  after  we  got  back  to  a  peace  basis,  we  proceeded  at  enormous 
cost  to  reconstruct  them.  Any  of  you  who  drove  cars  or  rode  very 
much  in  cars  in  1919  and  1920  know  the  dreadful  state  to  which  the 
motor  car  and  the  motor  bus  had  reduced  those  prewar  highways, 
which  had  been  improved  up  to  a  condition  that  perfectly  well 
supported  and  perfectly  well  met  the  requirements  of  motor-car 
traffic,  but  did  not  provide  the  sub-structure  and  the  wider  roadway 
needed  for  these  enormous  motor  trucks  and  motor  buses,  with  the 
result  that  we  applied  the  benefit  principle  further  and  increased 
our  taxes  all  along  the  line,  though  we  had  some  difficulties  in  deal- 
ing with  the  new  classes  of  transportation  agencies. 

Meanwhile  we  had  in  eft"ect  subsidized  the  motor  truck  and  the 
motor  business,  who  were  calling  for  an  improved  type  of  highway, 
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vastly  more  costly  than  any  kind  of  highway  we  should  otherwise 
have  needed  if  the  requirements  to  be  met  had  been  simply  those 
of  the  motor  car. 

The  only  answer,  in  the  ordinary  state,  where  there  is  continuous 
traffic  to-day  is  the  cement  road.  If  you  live  in  a  section  of  the 
country  where  you  have  frost,  and  you  have  to  lay  a  proper  base 
for  cement  road,  the  cost  of  the  wide  cement  road,  with  a  proper 
foundation  to  withstand  frost,  rises  to  fifty  and  sixty  and  even 
seventy  thousand  dollars  per  mile.  The  exact  figures  do  not  matter. 
If  we  had  nothing  but  the  motor  car,  the  cost  would  be  very  much 
less;  and  yet  these  people  want  to  be  taxed  like  everybody  else. 
What  they  ask,  in  effect,  is  an  improved  highway  that  costs  indus- 
trial states  $50,000  a  mile  and  upward,  to  subsidize  their  kind  of 
business,  in  competition  with  other  established  lines  of  business,  like 
the  railroad  business,  in  which  the  carriers  provide  their  own  high- 
ways and  are  very  heavily  taxed. 

Until  we  put  upon  these  new  agencies  a  tax  that  makes  them  pay 
a  proper  charge  for  the  improved  highways,  they  force  us  to  con- 
struct at  public  expense  for  their  parasitic  industries;  we  don't  know 
what  the  cost  of  transportation  is;  we  don't  know  whether  they  are 
giving  the  public  a  cheaper  form  of  transportation,  to  which  the 
public  is  entitled ;  or  whether  they  are  giving  a  more  expensive  form 
of  transportation,  the  cost  of  which  is  camouflaged  by  giving  them 
a  subsidy  and  ground  toll,  in  the  form  of  a  $60,000  highway  to 
operate  on  and  then  covering  it  up  in  the  general  tax  levy  on 
property. 

In  order  that  we  may  find  out  what  is  what  and  who  is  who,  we 
need  to  make  careful  computation  of  the  additional  cost  of  state 
highroad  construction  necessary  to  meet  motor  car,  bus  and  motor 
truck  trafiic,  over  and  alcove  what  we  would  need  if  we  had  only 
motor-car  traffic.  Only  after  we  get  that,  can  we  look  into  this 
motor-truck  tax  problem  and  determine  for  the  first  time  whether 
our  taxes  are  high  enough.  We  would  need  not  only  to  take  into 
account  the  greater  stability  of  the  road,  but  the  width.  We  know 
just  how  large  a  portion  of  the  road  the  ordinary  bus  driver  and 
truck  driver  thinks  belongs  to  him,  after  we  have  been  nearly 
elbowed  off  the  outer  edges  of  highways  into  the  California  canyons, 
and  after  we  have  had  our  wives  driven  off  the  road  by  these  truck 
and  bus  drivers,  who,  as  they  pass  by,  spit  tobacco  juice  into  the 
faces  of  the  women  drivers  they  force  off  the  road. 

After  considering  these  things  we  can  take  into  account  more 
adequately  the  additional  cost  we  are  subjected  to,  on  account  of 
having  to  build  wider  roads  and  in  order  that  our  women  folks  may 
safely  drive  their  cars  in  that  fraction  of  the  road  which  these 
motor-truck  and  motor-bus  drivers  think  do  not  belong  to  them. 

In  the  meanwhile  we  are  dealing  with  ])arasites.  to  whom,  so  far 
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as  we  know,  we  may  be  furnishing  a  subsidized  form  of  transpor- 
tation, the  amount  of  the  subsidy  not  being  known,  who  are  enter- 
ing into  unfair  competition  with  other  carriers  who  own  their  rights 
of  way  and  pay  higher  taxes.  We  don't  know  the  facts.  We  need 
to  know  them.  We  are  working  in  that  direction ;  and  some  day  we 
will  arrive  at  a  better  knowledge  of  the  facts,  which  time  I  think 
will  not  come  until  we  study  the  additional  cost  of  the  new  kinds  of 
road,  which  in  substructure,  surface  structure  and  in  width  have  to 
be  adjusted,  in  order  to  meet  these  new  kinds  of  transportation. 
I  am  not  saying  anything  that  implies  hostility  to  new  kinds  of 
transportation. 

Chairman  Harvey  :  I  shall  have  to  call  time  on  you  very  soon. 

Charles  J.  Bullock  :  I  am  simply  saying  that  they  should  pay 
in  proportion  to  the  additional  charges  that  they  require,  and  we 
must  have  the  facts,  in  order  to  know  whether  they  are  or  are  not 
providing  cheaper  service. 

Celsus  p.  Link  (Colorado):  [Mr.  Chairman  and  [Members  of 
the  Conference : 

Fortunately  I  think  for  all  concerned,  as  I  understand  the  purport 
of  both  the  majority  and  minority  reports,  these  gentlemen  are  in 
full  agreement  that  automobiles,  trucks  and  buses  should  pay  their 
part  of  road  construction,  maintenance  and  upkeep.  It  is  very  for- 
tunate indeed  that  we  have,  as  I  understand  it,  represented  here  the 
great  new  industry  in  this  country.  Now,  of  course,  we  all  fully 
agree  that  that  must  be  the  fundamental  upon  which  we  proceed. 
There  cannot  be  any  doubt  about  that.  But  this  certainly  is  a  very, 
very  great  and  a  very  new  field,  in  which  we  need  a  lot  of  ex- 
perience yet. 

Now,  in  Colorado,  so  far  as  our  observation  extends,  or  my  own, 
particularly,  laboring  around  the  counties  there  a  great  many  years 
in  the  taxation  field,  I  have  not  found  much  business  success  in  the 
operation  of  trucks  and  buses.  I  wish  it  might  have  been  more 
successful.  Probably,  as  it  goes  on,  it  will  be  more  successful,  but 
it  seems  to  me  of  very  doubtful  wisdom  to  think  at  this  time  of 
basing  a  tax  on  this  form  of  property  and  use,  based  upon  gross 
earnings.  Personally  I  have  always  been  very  enthusiastic  for  a 
net  income  tax,  not  a  gross  income  tax.  I  think  there  is  very  grave 
danger  there. 

I  share  to  a  considerable  degree  the  opinion  expressed  in  both  of 
the  reports,  that  some  of  our  states  have  gone  too  far  on  the  regis- 
tration or  license  tax.  Personally,  I  feel  that  the  limit  we  should 
go  on  a  license  tax  is  a  tax  commensurate  with  a  property  tax  itself. 
If  you  put  on  a  license  to  take  the  place  of  property  tax,  which 
certainly  should  be  done,  from  every  standpoint,  for  economy,  ex- 
pediency and  justice,  we  should  not  go  beyond  the  property  tax  plus 
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a  proper  police  tax  for  police  purposes.  That  is  my  judgment  of 
the  license  situation. 

Now  on  the  gasoline  tax,  if  any  tax  in  the  world  can  be  called 
popular,  the  gasoline  tax  has  proved  a  popular  tax.  It  is  levied  in 
exact  proportion  to  the  use  of  the  road,  and  if — that  '"if  "  is  a  very 
important  consideration — the  entire  proceeds  are  used  for  the  con- 
struction and  maintenance  of  roads  it  is  a  wonderful  tax ;  and  we 
owe  a  great  debt  of  gratitude  to  the  State  of  Oregon  for  having 
introduced  that  tax  in  this  country  just  a  few  years  ago. 

I  understand  the  idea  came  from  England  to  our  State  of  Colo- 
rado. Those  of  us  who  were  a  little  enthusiastic  and  knew  a  little 
something  about  taxation  felt  our  legislature  was  pretty  slow  in 
adopting  the  gasoline  tax.  We  had  much  opposition  to  it.  but  at 
that,  we  were  the  third  state  to  adopt  that  tax;  and  it  is  a  won- 
derful tax. 

But,  Members  of  the  Conference,  there  are  two  grave  dangers 
confronting  us  in  this  situation.  First,  you  have  heard  the  gasoline 
tax  pointed  to  as  a  model.  Now  I  am  not  a  lawyer,  a  tactician  or 
anything  of  the  kind,  but  I  doubt  if,  properly  detined,  the  gasoline 
tax  is  a  sales  tax  at  all.  I  think  it  is  an  excise  tax,  or  a  tax  for 
special  benefits.  That  is  where  I  think  it  belongs.  But,  granting 
it  is  a  sales  tax — there  is  an  old  saying  that  it  takes  the  exception 
to  prove  a  rule — if  it  is  a  sales  tax,  it  is  an  exception  to  prove  the 
rule  that  a  general  sales  tax  is  bad  in  my  opinion. 

And  the  second  danger  is  in  the  distribution  of  the  tax.  You 
heard  the  committee  report  state  that  already  several  states,  notably 
the  great  states  of  Pennsylvania  and  Texas,  are  using  gasoline-tax 
funds  for  other  purposes.  I  submit,  ]\Ir.  Chairman,  that  is  wrong 
and  we  should  be  careful. 

Now,  we  do  need  more  investigation,  and  I  know  our  time  is 
short.  I  move  this  committee  be  continued  and  enlarged,  in  the 
discretion  of  our  President  and  the  executive  committee,  Mr. 
Chairman. 

Fr.\xklix  S.  Edmonds  f  Pennsylvania)  :  Mr.  Chairman,  I  know 
that  Mr.  Link  does  not  want  to  misinform  the  conference  in  any 
particular.  Pennsylvania  uses  its  gasoline  tax  exclusively  for  high- 
way improvements.  There  was  a  time,  in  the  year  1923,  when  there 
was  a  temporary  deficit  in  the  treasury,  that  there  was  an  emer- 
gency tax  of  one  cent  put  on.  for  the  purpose  of  meeting  that 
deficit,  but  that  repealed  itself  automatically  three  or  four  years  ago. 

C.  P.  Link  (Colorado)  :  I  beg  your  pardon.  Mr.  Edmonds.  T 
am  glad  to  hear  that. 

Ch.\irm.\n  H.\rvey  :  If  the  gentleman  will  renew  his  motion  at 
the  business  session  it  w  ill  he  presented.  It  is  not  a  matter  for  this 
program. 
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Edward  F.  Loomis  (New  York)  :  I  represent  the  National  Auto- 
mobile Chamber  of  Commerce. 

Perhaps  it  is  fortunate  that  we  have  somebody  here  to  speak 
a  word  for  the  benefit  of  these  tobacco-spitting  roughnecks  and 
parasites  described  a  few  minutes  ago.  and  I  will  endeavor  to  say  a 
word  for  them. 

I  would  like  to  say  at  the  beginning  that  the  motor  industry  cer- 
tainly does  deprecate,  and  is  fully  as  much  concerned  as  is  the 
worthy  professor  about  the  practices  of  many  drivers  of  trucks  and 
buses.  One  of  our  constant  tasks  is  educational  work,  with  many 
people  engaged  in  that  occupation.  We  have  had  some  success  and 
we  hope  to  have  more  success. 

An  analysis  made  in  ^Massachusetts  a  sliort  time  ago  by  the  Motor 
Vehicle  Commissioner  of  the  state  revealed  that  the  truck  drivers 
in  that  particular  investigation  were  a  better  set  of  drivers  to  be  on 
the  highways  than  the  average  automobile  drivers. 

I  realize,  as  you  do,  that  is  not  typical  of  conditions  all  over  the 
country.  That  is  a  real  problem  for  the  motor  industry,  the  way 
some  trucks  and  buses  are  driven. 

I  don't  think  anyone  in  the  motor  industry,  or  without,  fails  to 
realize  the  fact  that  there  has  not  been  sufficient  scientific  study 
given  to  the  manner  and  degree  of  motor  vehicle  taxation;  and  the 
work  that  this  organization  has  assumed  to  do  in  the  last  two  years, 
through  the  report  of  the  special  committee  on  commercial  vehicle 
taxation  is  something  upon  which  I  wish  to  congratulate  you.  You 
are  plowing  into  a  virgin  field,  into  a  field  that  is  very  complex,  and 
there  must  be  more  study  of  it,  more  study  of  the  relation  of  wear 
and  tear  on  the  highways,  and  the  need  for  constructing  particularly 
heavy  highways  for  heavy  vehicles  to  the  general  tax  burden  of  all 
motor  vehicle  owners. 

There  are  just  two  points  I  should  like  to  make  at  this  time,  which 
you  may  be  interested  in. 

In  the  first  place  I  should  say  that  the  motor  industry  is  substan- 
tially in  agreement  with  the  minority  report  which  has  been  pre- 
sented here,  rather  than  with  the  majority  report,  although  I  think 
we  ought  to  say,  out  of  fairness  to  Professor  Hunter,  that  although 
his  report  is  likely  to  be  construed  as  meaning  advocacy  of  a  16  per 
cent  gross  tax,  for  instance,  in  order  to  place  the  industry  on  a 
parity  \vith  the  rail  industry,  it  does  not  actually  contain  that  state- 
ment. He,  of  course,  is  just  presenting  it  for  consideration.  That 
theory  of  equalization  of  motor  vehicle  taxation  with  the  railroads 
is  something  which  the  motor  industry,  of  course,  is  very  much 
opposed  to,  and  if  we  had  the  time  and  opportunity  I  should  be  glad 
to  present  further  argument  on  it,  but  won't  attempt  to  do  anything 
with  it  now. 

The  reports  which  have  been  made  and  the  comments  by  various 
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speakers  have  all  assumed  something  which  seems  a  little  bit  strange 
to  us  roughnecks,  and  that  is  that  we  are  not  paying  any  taxes  now  1 
There  has  been  a  great  deal  of  discussion  about  the  theory  of  taxa- 
tion of  commercial  motor  vehicles,  and  there  seems  to  be  a  fine 
under-current  of  feeling  that  they  are  not  paying  any  taxes  now. 
If  you  moved  around  among  these  truck  and  bus  owners,  the  way 
I  do,  you  might  perhaps  have  a  very  ditTerent  feeling. 

As  a  matter  of  fact  it  is  true  that  the  taxation  of  commercial 
motor  vehicles  and  of  all  motor  vehicles  has  not  hindered,  so  far, 
the  growth  of  motor  vehicle  transportation,  but  so  far  as  commer- 
cial transportation  by  motor  vehicles  is  concerned,  we  are  now 
reaching  the  time,  after  a  decade  of  study,  and  continuous  increase 
in  all  forms  of  taxes,  where  it  is  apparent  that  the  growth  of  the 
commercial  motor  industry  is  about  to  be  checked. 

Some  of  our  manufacturers  during  this  past  year  have  had  to 
repossess  motor  vehicles  solely  because  a  gas  tax  has  been  in- 
creased from  two  cents  a  gallon  to  five  cents  a  gallon,  or  because 
there  has  been  a  new  business  tax  put  on.  which  has  raised  the  taxes 
on  a  truck  from  $200  to  $800  per  year. 

We  are  reaching  a  stage  where  we  have  got  to  give  consideration 
to  the  proper  and  equitable  burden  that  the  various  types  of  trucks 
and  buses  and  passenger  cars  and  taxicabs  should  bear  in  taxation 
for  highways.  The  taxes,  roughly  speaking,  according  to  some 
computations  which  have  been  made  by  John  E.  Walker,  who  was 
formerly  special  assistant  on  taxation  to  the  Secretary  of  the 
Treasury,  are  .something  like  this :  Eor  gasoline  taxes  and  all  other 
general  taxes  the  average  per  automobile  in  the  country  is  about 
$20.  The  average  per  truck,  the  ordinary  business  motor  truck, 
which  are  practically  all  owned  by  shippers,  is  about  $40.  The  tax 
on  the  common-carrier  truck,  in  those  states  which  assess  a  special 
tax  for  that  type  of  business,  is  $303,  or  fifteen  times  what  the 
private  automobile  pays,  and  about  seven  and  one-half  times  what 
the  private-carrier  truck  pays.  The  tax  on  the  motor  bus,  the  aver- 
age for  the  45,000  motor  buses  in  common-carrier  service,  is  some- 
what over  $500  —  I  think  $508  —  which  is,  I  believe,  twenty-four 
times  the  tax  on  the  private  automobile. 

Well,  I  am  not  here  to  say  that  these  are  the  proper  i)roportions 
between  vehicles  of  those  types.  Those  taxes  have  not  been  im- 
posed on  any  scientific  basis,  at  least  considering  the  country  as  a 
whole.  There  certainly  is  need  for  further  study  and  analysis  of 
the  whole  taxation  problem,  and  I  hope  that  this  committee  will  be 
extended,  as  some  one  has  moved,  and  that  they  will  be  able  to  dig 
far  deeper  into  this  than  you  have  been  able  to  do  so  far,  and  in- 
crease the  contribution  that  has  already  been  made  by  two  com- 
mittees of  the  organization. 
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Chairman  Harvey:  I  think  at  this  time,  in  view  of  the  lateness 
of  the  hour,  that  we  shall  be  obliged  to  suspend  discussion.  I  had 
hoped  that  we  might  hear  about  various  things  a  little  more,  but  the 
hour  is  too  late.     I  will  turn  the  meeting  over  to  President  Graves. 

Chairman  Graves:  For  the  benefit  of  Commissioner  Link  and 
others  concerned  with  the  continuance  of  this  committee,  I  might 
say  that  that  rests  solely  with  the  executive  committee.  Of  course, 
it  will  be  proper  to  pass  a  resolution  expressing  it  as  the  sense  of 
this  conference  that  the  executive  committee  should  preside  for  the 
continuance  of  this  committee  or  its  enlargement. 

Celsus  p.  Link  (Colorado)  :  Do  I  understand  I  am  to  offer  a 
resolution  ? 

Chairman  Graves  :  It  is  not  necessary. 

Mr.  Link:  I  should  like  to  have  it  understood,  however,  that  we 
request  the  continuance  and  enlargement  of  the  committee. 

Chairman  Graves:  I  think  I  may  safely  assume  that  it  is  the 
sense  of  the  conference  to  have  a  further  study  of  this  proposition 
made,  and  I  believe  the  executive  committee  will  be  guided  by  that, 
or  at  least  take  it  into  consideration. 

We  have  some  unfinished  business.  The  resolutions  committee 
presented  its  report  last  night.  It  was  not  debated.  What  is  your 
pleasure?  Do  you  wish  to  adopt  the  committee's  report  as  a  whole, 
or  do  you  wish  to  consider  it  resolution  by  resolution  ? 

Philip  Zoercher  (Indiana)  :  I  think  we  all  heard  the  resolu- 
tions, and  I  move  that  the  report  of  the  committee  be  adopted  as  a 
whole. 

(Motion  duly  seconded) 

Celsus  P.  Link  (Colorado)  :  I  think  there  has  never  been  a 
time  that  we  have  had  a  more  100-percent  agreement  and  more 
constructive  resolutions,  and  I  am  glad  to  second  the  .motion. 

Chairman  Graves  :  Any  discussion. 

(Call  for  the  question) 

Chairman  Graves:  All  in  favor  of  the  adoption  of  the  resolu- 
tions reported  by  the  resolutions  committee  as  read  to  you  last 
night,  make  it  manifest. 

(Ayes  and  Noes) 

Chairman  Graves  :  The  ayes  have  it.     Motion  carried. 

Franklin  S.  Edmonds  (Pennsylvania)  :  There  was  a  portion  of 
the  report  last  night  which  I  did  not  read,  because  it  was  not  in 
finished  form,  and  I  ask  permission  to  submit  that  portion  of  the 
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report  today.     With  your  permission,  sir.  I  should  like  to  offer  the 
following  resolution : 

Resolved,  That  the  Twenty-second  National  Conference  on 
Taxation  records  its  profound  and  grateful  appreciation  and 
extends  its  sincere  thanks  to  the  Honorable  Franklin  D.  Roose- 
velt, Governor  of  the  State  of  New  York,  Honorable  Frank  O. 
Lowden,  of  Illinois.  Mr.  Walter  G.  Query,  and  his  assistant. 
Miss  Lois  Query ;  the  officials  of  the  New  York  Central  Rail- 
road, and  Mr.  Edward  P.  Tobie.  Chief  Clerk  of  the  Board  of 
Tax  Commissioners  of  the  State  of  Rhode  Island,  in  charge  of 
transportation  arrangements;  the  ladies'  reception  committee 
headed  by  Mrs.  Mark  Graves ;  the  Gold  Tournament  Committee, 
Mr.  Joseph  B.  Ryan,  New  York,  Chairman ;  Mr.  and  Mrs. 
Harrington  Mills  and  the  various  local  committees  of  welcome 
and  arrangements,  whose  gracious  hospitality  has  been  sin- 
cerely appreciated ;  the  General  Electric  Company  and  the 
American  Telephone  and  Telegraph  Company  for  courtesies 
extended  in  the  broadcasting  of  the  dinner  session ;  the  officers, 
and  members  of  the  executive  committee  of  the  National  Tax 
Association ;  the  presiding  officers  at  the  several  sessions ;  the 
speakers  upon  the  programs;  the  chairmen  and  members  of  its 
several  committees  reporting  to  the  conference ;  the  manage- 
ment of  the  Saranac  Inn;  the  Press  of  the  State  of  New  York; 
and  all  others  whose  able  and  efficient  assistance,  cordial  co- 
operation and  participation  in  the  proceedings  and  in  the  enter- 
tainment of  members  and  guests  contributed,  in  so  thorough  a 
degree,  to  the  success  of  the  conference  and  to  the  pleasure, 
comfort  and  convenience  of  all  concerned. 

The  sentiment  of  the  foregoing  resolution  is  heartily  joined 
and  concurred  in  by  the  ladies  in  attendance  at  the  conference, 
who  desire  in  their  own  behalf  to  express  their  appreciation, 
and  admiration  of  the  splendid  provision  made  for  their  pleas- 
ure, comfort  and  convenience. 

I  think  I  might  fairly  add  what  is  not  in  the  wording  of  the 
resolution  but  what  I  think  is  in  the  heart  of  every  member  here, 
a  word  of  congratulation  to  our  President.  Mark  Graves,  for  having 
given  to  this  association  a  year  of  exceptional  and  helpful  leader- 
ship, which  is  profoundly  appreciated  by  all. 

I  move  the  adoption  of  this  resolution. 

(Motion  duly  seconded) 

Chairman  Graves:  You  heard  tlio  resolution.  Its  adoption  has 
been  moved  and  seconded.  Any  debate.  Are  you  ready  for  the 
question  ? 

(Call  for  the  question) 

(Ayes  and  Noes) 
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Chairman  Graves  :  Resolution  carried. 

We  now  come  to  the  last  item  on  our  program,  entitled  miscel- 
laneous matters.  I  don't  know  just  what  miscellaneous  matters  we 
have.     Have  you  something  in  mind,  Mr.  Query? 

The  only  thing  that  the  secretary  knows  of  under  the  heading  of 
miscellaneous  husiness  is  that  of  affording  opportunity  to  those  who 
desire  to  do  so,  to  invite  the  conference  to  their  city  or  state  for 
next  year. 

The  hour  is  getting  late.  I  am  hopeful  that  the  speakers  will 
limit  themselves  reasonably  well  and  tell  us  the  advantages  of  their 
states  or  cities  in  as  few  words  as  possible. 

Edward  B.  Morgan  (Colorado)  :  Mr.  Chairman  and  Gentlemen: 
I  have  been  delegated  to  extend  the  invitation  of  Colorado  Springs, 
Colorado,  as  the  place  to  hold  the  twenty-third  annual  tax  confer- 
ence. That  invitation  comes  from  the  Governor  of  the  State,  the 
city  officials  of  Colorado  Springs,  from  the  proprietors  of  the  lead- 
ing hotels,  and  especially  from  the  Colorado  Springs  Chamber  of 
Commerce,  which  is  very  active  in  the  matter  of  holding  confer- 
ences and  conventions  in  Colorado  Springs. 

Colorado  Springs,  as  you  perhaps  know,  is  a  beautiful  little  city 
of  about  25,000  or  30,000  inhabitants,  situated  75  miles  south  of 
Denver.  It  is  known  as  one  of  the  most  beautiful  cities  in  the 
country,  and  had  the  distinction  at  the  last  government  census  of 
showing  the  largest  per-capita  wealth  of  any  city  in  the  country. 

It  is  primarily  a  city  of  homes,  of  tourists  and  of  pleasure-seekers. 
There  are  very  few  manufacturing  interests  or  interests  of  a  similar 
kind.  It  is  devoted  largely  to  the  entertainment  of  others  from 
outside  the  state. 

The  hotel  accommodations  are  ample  for  conferences  of  this  kind. 
The  two  leading  hotels  are  the  Broadmoor,  which  is  just  in  the 
suburbs  of  Colorado  Springs,  and  the  Antlers,  which  is  in  the  heart 
of  the  city.  Either  one  of  these  hotels  will  accommodate  from  450 
to  550  guests. 

I  understand  there  has  been  some  opposition  in  the  Association 
against  the  holding  of  these  conferences  at  resort  hotels,  similar  to 
the  one  where  we  are  holding  this  conference.  Colorado  Springs 
hotels  are  not  resort  hotels  in  the  sense  that  you  would  speak  of 
Saranac  Inn,  or  White  Sulphur  Springs,  or  Bretton  Woods.  They 
are  hotels  which  operate  the  year  round.  They  are  not  frame  build- 
ings. The  Broadmoor  Hotel  is  an  eight-story,  fireproof  building, 
with  every  luxury  and  convenience  of  any  hotel  on  Fifth  Avenue 
or  Broadway.  The  Antlers  Hotel  also,  somewhat  older,  is  up-to-date 
in  every  respect. 

The  transportation  facilities  from  every  part  of  the  country  are 
perfect.     Colorado  Springs  can  be  reached  from  any  direction  by 
trunk-line  trains. 
34 
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The  invitation  which  I  have  been  delegated  to  extend  has  been 
thrown  out  in  a  casual  way  on  several  occasions.  We  now  urge  it 
seriously.  I  understand  that  the  placing  of  these  conferences  is 
largely  a  matter  of  geography.  Last  year  we  had  the  conference  in 
the  far  Northwest;  this  year  we  have  had  it  in  the  East,  and  we 
think  now  it  is  time  to  hold  it  in  the  Middle  West.  We  do  not 
consider  ourselves  as  extremely  western.  We  are  on  the  border 
between  the  extreme  western  end  of  the  country  and  the  eastern 
side  of  the  country.  Distance  militates  against  an  attendance  per- 
haps as  large  as  the  delegation  that  you  have  at  tliis  conference. 
Distance,  however,  is  something  that  we  have  to  overcome  in  attend- 
ing all  of  these  conferences.  We  have  from  Colorado,  I  was  told 
today,  at  this  conference  the  largest  delegation  that  comes  from  any 
distant  state.  We  have  twenty-one  in  our  delegation,  consisting  of 
the  entire  personnel  of  the  Tax  Commission,  the  attorney-general 
of  the  State,  four  county  assessors,  and  representatives  from  several 
of  the  larger  public  utilities.  There  was  practically  the  same  large 
delegation  at  Seattle.  In  the  one  case  we  came  2000  miles  approxi- 
mately, and  in  the  other  case  over  1200  miles.  I  simply  cite  these 
figures  to  show  that  the  Colorado  delegation  at  these  various  con- 
ferences during  the  past  twenty-two  years  has  always  been  steady 
and  loyal,  and  we  desire  to  have  now  some  appreciation  of  that  fact 
shown  by  your  coming  out  and  being  our  guests  for  next  year. 

I  will  not  attempt  to  detail  all  of  the  joys  and  pleasures  which  can 
be  had  by  holding  the  conference  in  Colorado  Springs.  Each  one 
of  the  two  hotels  that  I  have  mentioned  have  conference  rooms, 
something  on  the  order  of  this  one,  and  if  either  one  of  them  should 
not  be  considered  suitable.  Colorado  Springs  maintains  a  public 
auditorium  which  is  available  to  anyone  wishing  to  use  it. 

One  of  the  features  which  could  be  suggested  for  recreation 
would  be  an  automobile  trip  to  the  top  of  Pike's  Peak.  Pike's  Peak 
is  14,300  feet  high,  and  is  reached  by  an  automobile  road  which  is 
a  20  to  34  foot  boulevard,  and  is  ascended  daily  by  hundreds  of  cars 
ar.  well  as  a  very  efficient  bus  line,  also  by  cog  road,  and  anyone 
who  is  ambitious  can  walk  to  the  top.  That  is  one  of  the  features 
which  cannot  be  duplicated  anywhere  else. 

It  might  be,  as  has  been  done  with  other  conferences  in  Colorado 
Springs,  that  a  session  could  be  held  on  the  top  of  Pike's  Peak,  as 
a  unique  feature,  and  there  the  subject  might  be,  ''  Can  taxes  go 
any  higher  than  this?" 

I  will  not  attempt  to  point  out  the  fact  that  there  is  no  section  of 
the  country,  or  practically  in  the  world,  where  there  are  so  many 
scenic  attractions  as  there  are  within  a  radius  of  five  miles  of  Colo- 
rado Springs.  The  weather,  at  the  time  that  this  conference  is 
usually  held,  is  our  most  perfect  weather,  in  a  state  which  possesses 
generally  perfect  weather  and  climate. 
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Chairman  Graves  :  May  I  suggest  the  hour  is  getting  late  and 
that  the  speakers  limit  themselves  to  three  minutes,  if  possible. 

Virgil  H.  Gibbs  (Ohio)  :  I  heartily  agree  with  all  that  my 
predecessor  has  said,  especially  in  regard  to  Pike's  Peak.  They 
used  to  say,  you  know,  "  Pike's  Peak  or  bust,"  and  it  was  generally 
bust. 

I  want  to  invite  you  to  the  birthplace  of  the  National  Tax  Asso- 
ciation. 

Professor  Fairchild  told  you  last  night  that  the  first  meeting,  in 
fact  the  birthplace  of  this  organization,  was  Columbus,  Ohio.  He 
was  there  with  his  father  in  1907,  and  he  has  attended  every  session 
since. 

I  am  especially  delegated  by  Governor  Cooper,  Ohio's  great  busi- 
ness governor,  to  extend  an  invitation  to  come  to  Ohio.  I  am 
specially  delegated  by  the  Chamber  of  Commerce  of  the  State  of 
Ohio  to  ask  you  to  come  to  Ohio,  and  also  by  the  Chamber  of  Com- 
merce of  the  City  of  Columbus.  We  believe  that  that  is  the  logical 
place  to  hold  the  next  conference. 

We  have  traveled  all  over  the  United  States,  and  to  Canada ;  we 
have  been  north,  south,  east  and  west.    Columbus  is  the  crossroads. 

Now,  if  you  will  come  there  we  will  guarantee  hospitality. 
Columbus  is  reached  from  any  direction  by  rail  and  also  by  air. 
Columbus  is  a  great  commercial  center.  In  air  transportation,  it  is 
the  eastern  terminal  of  the  Transcontinental  Air  Transportation 
Company;  and  we  are  inviting  you  to  come  in  any  manner  you  like, 
but  we  want  you  to  come.  We  are  amply  prepared  to  take  care  of 
your  needs,  and  we  invite  you  to  come  back.  We  can  hold  a  meet- 
ing in  the  old  Chamber  of  Commerce  where  the  National  Tax  Asso- 
ciation was  born.  The  hero  of  that  occasion  was  Allen  Ripley 
Foote.  Many  of  you  during  this  conference  told  me  that  you  knew 
him  personally.  He  was  not  only  the  organizer  of,  but  I  am  told 
this  morning  that  he  actually  financed  the  association  for  five  years 
after  it  was  started. 

We  think  Ohio  is  the  logical  state  to  entertain  the  next  con- 
ference. 

Mr.  NoMAN  (Georgia)  :  Mr.  President  and  Gentlemen:  The  idea 
that  came  from  the  National  Tax  Association  from  its  very  incep- 
tion has  been  service.  On  this  basis  I  want  to  invite  the  Associa- 
tion to  hold  its  conference  next  year  in  Atlanta,  Georgia.  This 
idea  of  service  has  been  demonstrated  in  the  organization  of  this 
Association,  in  its  programs  and  in  its  places  of  meeting.  You  are 
doubtless  aware  of  the  ultra-conservatism  that  obtains  in  the  South 
its  disinclination  to  break  away  from  traditions  and  habits  and  cus- 
toms of  the  past.  You  will  find  in  the  states  that  surround  Atlanta 
the  head  and  center  of  the  southeast,  you  will   find  eight  of  the 
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states  that  still  have  in  their  constitutions  the  uniform  ad  valorem 
clause.  At  the  same  time  you  will  find  surrounding  our  State  seven 
of  the  states  that  levy  an  income  tax,  in  spite  of  the  fact  that  their 
constitutions  have  the  uniform  ad  valorem  clause  therein.  In  spite 
of  its  ultra-conservatism  the  dry  bones  of  the  South  are  being  stirred 
as  never  before  upon  the  question  of  taxation.  The  people  of 
Georgia  and  the  states  surrounding  Georgia  are  intensely  interested 
in  that  subject. 

The  business  men  of  my  own  state  will  attend  this  session  in  very 
large  numbers,  as  will  be  true  from  the  states  surrounding  us.  We 
have  many  things  of  interest  down  there  to  show  you.  We  haven't 
Pike's  Peak,  but  we  have  Stone  ^Mountain,  the  Eighth  Wonder  of 
the  World,  including,  among  other  things,  a  gross-sales  tax.  If  the 
idea  of  this  Association  is  that  of  service,  and  if  Dr.  Jensen  is  cor- 
rect in  the  conclusion  that  he  reached  last  night,  then  by  all  means 
this  x-\ssociation  should  come  down  and  help  us  out  of  the  condition 
into  which  we  have  fallen,  by  enacting  a  gross-sales  tax. 

However,  I  am  sure,  in  spite  of  this  tax,  you  won't  find  the  cost 
of  living  any  higher  in  Georgia  than  in  many  other  places,  and 
much  lower  than  you  have  found  it  in  many  of  the  points  where 
we  have  met. 

Take  us  under  consideration,  and  come  down  and  let  us  give  you 
a  warm  southern  welcome  and  a  great  conference  of  this  Associa- 
tion. We  have  the  head  of  our  convention  bureau  here,  Mr.  Fred 
Ilouser — Cousin  Fred,  as  he  is  known  all  over  this  country — and  I 
want  you  to  hear  from  him  for  two  or  three  minutes. 

Fred  Houser  (Georgia)  :  Mr.  Chairman,  Ladies  and  Gentlemen: 
This  is  the  happiest  moment  of  my  life.  At  Indianapolis  I  stood  up 
in  front  of  this  conference,  and  I  felt  very  much  at  home.  I  have 
listened  to  these  discussions  and  enjoyed  my  visit.  We  do  not  want 
you  to  stop  your  discussions,  but  next  year  we  would  like  you  to 
conduct  them  in  Atlanta.  Occasionally  they  take  one  of  these 
national  conventions  to  the  south.  You  know  how  long  it  has  been 
since  it  has  been  down  in  the  Land  of  Dixie.  It  reminds  me  of  a 
short  story  of  a  baseball  team  between  some  darkies.  I  said. 
'■  Sonny,  what  is  the  score  ?"  He  replied.  "  Boss,  they  are  i2  and 
we  are  nothing."  I  said,  "They  are  kind  of  beating  you?"  He 
said,  "  No,  sir;  we  haven't  had  our  inning  yet." 

We  just  want  a  chance  to  show  you.  I  have  the  invitations  here, 
the  usual  invitations  from  the  governor,  the  mayor  and  the  hotel, 
associations,  and  so  forth,  and  I  do  not  feel  as  if  I  should  take  up 
the  time  of  this  body  with  those.  Mr.  President.  You  ladies  and 
gentlemen  know  that  if  the  City  of  Atlanta  was  not  in  position  to 
take  care  of  this  body  they  certainly  would  not  invite  them  to  come 
down  there. 
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Chairman  Graves:  Who  is  next? 

Mr.  Maltby  (Ohio)  :  I  don't  think  it  will  be  necessary  for  me 
to  leave  my  seat  to  extend  the  invitation  of  Cleveland  to  have  your 
next  conference  at  that  point.  All  that  Judge  Gibbs  has  said  about 
Columbus  is  applicable  to  Cleveland,  and  we  would  like  to  see  the 
conference  come  to  Ohio  next  year.  The  Cleveland  Chamber  of 
Commerce  has  asked  me  to  extend  an  invitation  on  its  behalf,  and 
I  think  the  usual  letters  are  on  file  witli  the  Secretary. 

Chairman'  Graves:  Is  there  anyone  else  who  wishes  to  speak 
from  the  floor?  If  not,  I  may  say  that  the  Secretary  already  has 
some  twenty-five  invitations,  including  those  personally  extended 
from  the  floor.  That  is  a  matter  which  usually  rests  with  the  exec- 
utive committee.  The  custom  is  to  appoint  a  sub-committee  of  three 
to  canvass  these  places,  and  the  ultimate  decision  will  be  made  by 
the  executive  committee  perhaps  in  January  or  February. 

Any  other  miscellaneous  business? 

Mr.  Kirk  (Ohio  State  Grange)  :  I  would  like  to  make  one  ob- 
servation, which  I  believe  is  due  the  Association,  in  behalf  of  the 
rural  interests  of  the  country.  I  think  I  very  definitely  represent 
them  when  I  say  that  we  heartily  appreciate  the  effort  that  was 
made  this  year  in  initiating  a  consideration  of  agricultural  prob- 
lems. It  has  been  of  assistance  not  only  to  those  of  our  rural  group 
Avho  participated  here,  but  I  think  it  will  be  of  very  definite  value 
throughout  the  nation. 

In  view  of  that  fact  I  would  just  presume  to  recommend  that  this 
consideration  be  continued  at  the  next  conference,  and  I  assure  you 
of  our  gratitude. 

Chairman  Graves  :  Is  there  any  other  business  to  be  brought 
before  the  conference  ? 

Franklin  S.  Edmonds  (Pennsylvania)  :  I  move  the  confer- 
ence now  adjourn. 

(Motion  duly  seconded) 

Chairman  Graves:  It  is  moved  the  conference  adjourn. 

Before  I  put  the  motion  may  I  not  express  the  hope  that  you  have 
enjoyed  yourselves  in  New  York,  and  that  you  have  been  content 
with  the  program,  and  that  you  have  not  found  us  lacking  in  hos- 
pitality. 

Adjournment  sink  dik. 
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